Long-Term Financing of Public Transportation 
In Southeastern Pennsylvania 
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PREFACE 


Twenty-one years ago, in October 1951, the Bureau of Municipal 
Research stated that "a workable solution to the transportation problem 
is clearly the most important task facing Philadelphia." For an effec- 
tive solution, "the approach must be unitary and comprehensive, not 
scattered and segmental." (Citizens' Business No. 1,986.) 


During the intervening years, the Eastern Division of the Pennsyl- 
vania Economy League has devoted a considerable part of its staff re- 
Sources toward the achievement of an areawide approach to the problem of 
public transportation. In addition to extensive consultative services 
for the citizens and officials concerned, the League has published several 
reports on the subject, including the award-winning Improved Transporta- 
tion for Southeastern Pennsylvania (1960), prepared for the Pennsylvania 


Department of Commerce and the Study Commission of the Philadelphia Metro- 
politan Area. 


The Pennsylvania Economy League was priviledged to play a leading 
role in the establishment of the Southeastern Pennsylvania Transportation 
Authority (SEPTA) in 1963. Since that date, the League has worked closely 
with SEPTA and others interested in attaining the goal enunciated in the 
law which authorized SEPTA's creation: 


"Sound replanning and redevelopment of metropolitan 
mass transportation facilities in accordance with 
sound and approved plans for their promotion, devel- 
opment and growth [in order to] promote the public 
health, safety, convenience, and welfare." 


In October 1970, in a report outlining for SEPTA a proposed organi- 
zation and program to plan, develop, and market public transportation in 
the SEPTA service area, the League emphasized its conviction that a 
“prudently developed and executed program of investment in public trans- 
port in this region will pay huge social and economic dividends to the 
citizens of the SEPTA community." 


The Pennsylvania Economy League believes that, to help achieve such 
a sound investment, the community, with the predictable cooperation of 
the state and federal governments, must reach agreement on how to provide 
adequate long-range financing for SEPTA. To that end, this report sets 
forth the relevant background data, shows what other metropolitan areas 


in the U.S. are doing, and offers a multipronged prescription on what 
needs to be done, 


Following the table of contents, a brief summary of the Pennsylvania, 
sconomy League's conclusions and recommendations is presented. 
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The report is organized into six chapters: 


I. The Mass Transportation System Serving Southeastern Pennsylvania 
II. Use of the SEFTA System 
IftI. Financing SEPTA Operating Costs 

IV. Financing Capital Outlays 

V. Financing Transportation in the 30 Largest Cities in the U.S. 
VI. Conclusions and Recommendations 


in addition, the report contains appendix material as follows: 


A. Notes on Fares in 30 Survey Cities 

B. How Public Agencies Finance Transportation in Survey Cities 

C. Financing Transportation in Smaller Cities 

D. Estimated Yield in Southeastern Pennsylvania of Certain Tax 
sources” sinieck * 


This project has been financed, in part, by the Thomas Skelton 
Harrison Foundation and the Southeastern Pennsylvania Transportation Auth- 


We wish to express our gratitude for the excellent cooperation given 


= us by James C. McConnon, Esq., Chairman of the Board of the Southeastern 


Pennsylvania Transportation Authority; and by SEPTA staff members. 


To the Bell Telephone Company of Pennsylvania, our appreciation for 
_ permission to reproduce in this report copyrighted maps of High Speed 
Transit. Lines in Philadelphia and of the Philadelphia and Suburban Railroad 
oo (The cover map is a reduction of the High Speed Transit 
Lines MAP e 


We also extend special thanks to Lennox L. Moak, Director of Finance 
of the City of Philadelphia. Mr. Moak was Director of the Eastern Divisior 
of the Pennsylvania Economy League when this study was initiated, and his 
long experience in these matters is reflected in the design of the study 
and much of the substance of the report. However, the Economy League takes 
full responsibility for the contents. 


Many others in Southeastern Pennsylvania and elsewhere in the U.S. ex- 
tended vital assistance to us. We regret that space limitations prevent us 
from naming them here, 


Marjorie Jacob, Research Associate on the Economy League staff, was 
primarily responsible for the preparation of this report. Valuable assist- 
ance was given by Senior Research Associate John MN. Carson and Senior 
Research Associate Edgar Rosenthal, 


Edwin Rothman 
Acting Director 
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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 
(See Chapter VI, starting on page 387, for fuller discussion.) 


Conclusions 


Mass transportation is essential. Two decades ago, some believed 
that the time would come when mass transportation could be phased 


out. Today, the large cities in the U.S., as well as many smaller 
cities, recognize the need for maintenance of a viable mass trans- 
portation system as essential to the economic and sccial well-being 
of the community. 


Mass transportation management should continue on an areawide basis. 


The traditional units of local government in Southeastern Fennsyl- 
vania cannot individually cope with the manifold problems involved 
in public mass transportation. Recognition of this factor led to 
the establishment of, and giving areawide management responsibility 
to, the Southeastern Pennsylvania Transportation Authority (SEPTA). 
This areawide management should be continued. (It is beyond the 
scope of this study to examine the pros and cons of the various 
proposals that have been made for the development of a comprehensive 
transportation organization for the larger Delaware Valley Region.) 


The fare box should not be regarded as the sole source of financing 
operating costs. At various times, some have sought to establish a 
principle that operating costs should be paid from operating revenue, 
and that only capital costs should be paid wholly or partly from 
other sources, e.g., grants from a general government. Such a pre- 
scription is simplistic and self-defeating. It focuses on financing 
rather than on the purposes of mass transportation. Throughout the 
U.S., there is an increasing recognition that operating costs should, 
if necessary, be financed from sources other than the fare box. 


Predictable support from the state and federal treasuries is needed. 
SEFTA will have to rely heavily on federal and state assistance as 


basic components of an adequate revenue system. The state and na- 
tional legislatures need to define their roles, financial and other- 
wise, in public transportation so that SEPTA and other transportation 
organizations in the U.S. can plan ahead with a reasonable degree of 
ecnfidence, 


A comprehensive revision of SEFTA financing is now needed. SEPTA 


a es eee 


projections show that it is underfinanced, In any event, a new 
revenue system needs to be devised and implemented to give SEPTA suf- 
ficient fiscal strength to: 


* Buy out the interests of the City of Philadelphia 
and Delaware County in mass transportation, With- 


out full control of such feciiities, SEPTA will 


X1ii- 


fiad it difficult, if not impossible, to achieve 
the objectives ened to it by the citizens of 
the area, as set Heke in ane tegislation eet e 
SEPTA. 


7 > e ” c ; 7 


* Embark upon a major program of improvements. This 
capital renovation and capital acquisition program 
must receive community commitment and must have 
state and federal financial participation. SEPTA's 

“ share of the cost should not be dependent Eee s 
local voluntary contributions. . 


7 > C 7 a = 


* Meet operating costs econ undue pressure upon 


the fare box. Fare increases adversely affect 
ridership, particularly among the lower-income 

and other groups dependent on use of public trans- 
portation facilities,  SEPTA will not prosper, — 
and the area will not get the mass transportation 
that only a prosperous SEPTA could supply, until 
the area community decides that resources other 
than fare box receipts will be made available to 
SEPTA. 


= » ta “| a : a) 


* Stabilize, perhaps reduce, fares. This is essen- 


tial for optimum use of mass transportation. To 
do otherwise only acts to inhibit the development 
of the public transportation which is so essential 

_to the economic and social well-being of the. com- . 
munity 


- = © = 


* Develop a comprehensive and integrated fare struc- 
ture. Because of its financial plight, SEFTA has 


been. unatilc to integrate or rationalize the 
fare structure of its City Transit and Red Arrow 
Divisions. SEPTA should have sufficient fiscal 
strength to develop a comprehensive fare structure 
which will encourage ridership on the transit 
facilities, including the commuter lines. 


— > oa 7 


Recommendations 


1, A realistic and genuinely comprehensive plan and program for improve- 
ment of mass transportation in Southeastern Pennsylvania should be 
developed. 
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2, As a basic prerequisite for execution of a comprehensive capital 
improvements program, SHFTA should have sufficient financial resour- 
ces to enable it to: 


a. Purchase all of the interests of the City of Philadelphia in 
the mass transportation system. 


b. Refund, at the appropriate time, the lease-back bonds issued 
under warranties by the City of Philadelphia and Delaware 
County, 


co. Make suitable arrangements with the railroads for purchase 
of commuter railroad facilities, with due regard for the 
railroads' freight and inter-regional passenger responsi- 
bilities. 


3. The Pennsylvania State Legislature and the U.S. Congress should adopt 
transportation assistance programs which will provide SEPTA, and other 
transportation organizations, with a reasonably firm basis for accu- 
rately anticipating the timing and amounts of such assistance. 


4, SEPTA should have sufficient financial resources to enable it to es- 
tablish and abide by the principle that the upper limits on fare in- 
creases should be held to changes in the cost of living, Moreover, 

a gradual reduction in fares would be appropriate where such reduc- 

tion is likely to encourage increases in ridership. 


NOH: SEPTA has estimated that it faces a total deficit of at least 
$51.7 million for 1972, which could rise to $97.8 million for 1977. 
After allowing for possible receipts of requested state subsidies, 
the remaining deficit would be $17.2 million for 1972, increasing 
to $32.6 million for 1977. 


It_is beyond the scope of this report, and beyond the tradi- 
tional role of the Pennsylvania Economy League, to undertake 


recommendations as to the specific local revenues which should 


be used to close the fiscal Zap. 


The general (but not mutually exclusive) approaches, however, 
are essentially three: (1) apportioning the deficit among 
local governments; (2) authorizing SEPTA to levy taxes; and 
(3) providing SEPTA with the proceeds of a special tax levied 
in the SEPTA service area by the General Assembly for transit 
purposes, The arguments for and against each of these ap- 
proaches are reviewed briefly in Chapter VI of this report. 


Eire. 


I. THE MASS TRANSPORTATION SYSTEM 
SERVING SOUTHEASTERN PENNSYLVANIA 


The five-county region of Southeastern Pennsylvania consists of the 
City of Philadelphia and four suburban counties--Bucks, Chester, Delaware, 
and Montgomery. The population of these counties in 1970 totalled 3.9 
million, of which half lived in Philadelphia. 


The five-county region is served by subway-elevated, surface car sub- 
way, suburban car routes on private right-of-way, railroad lines, and 
streetcar, trackless trolley, local and express bus lines having a total 
route mileage of about 2,640 one-way miles. (See maps on pages 3 and 4.) 
Table 1 tabulates (1) ownership, (2) operation, and (3) policy control of 
the various facilities. 


In the aggregate, this system is one of the most extensive in the 
United States. The rapid transit lines and the commuter rail lines in com- 
bination provide the community with a degree of potential rapid transpor- 
tation right-of-way that is perhaps superior to that of any other city ex- 
cept New York, and perhaps even superior to the New York system in view of 
the differentials in total population living within the service areas. 


Development of Mass Transportation in Philadelphia 
Over a period of many years, the City of Philadelphia invested sub- 
stantial sums in providing public transportation facilities. City transit 


projects have included the following: 


Market Street Subway--privately built; began operation 1907-1908; 
linked with Frankford Elevated in 1922 


West Philadelphia Surface Car-Subway line--began operation 1905 


Frankford Elevated--began operation in 1922 under lease to Phila- 
delphia Rapid Transit Company 


267 elevated cars--purchased in 1960; now owned one-half by City 
and one-half by SEPTA 


Broad Street Subway--began operation 1928 
Ridge Avenue-8th Street spur--began operation 1932 
Locust Street Subway--began operation 1953 as part of Broad Street 


Subway. Leased by Delaware River Port Authority in 1968 for 
Lindenwold transit line. 
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Table 1 


MASS TRANSPORTATION FACILITIES IN THE FIVE-COUNTY REGION: 1971 


One-Way 
a Route Policy 

Description Mileage Owned by Operated by Control by 
SUBWAY -ELEVATED 
Market-Frankford Sub-El 39,9. Phila.,SEPTA  SEPTA SEPTA 
Broad St. Subway 8.6 Phila. SEFTA SEPTA 
Ridge Spur 1.5 Phila. SEFTA SEPTA 
Camden Line ) Phila. Port Auth, Port Auth. 
Lindenwold Line ) 14.5 Port Auth. Port Auth. Port Auth. 

Si22 
SURFACE CAR SUBWAY 
Lancaster Ave, Sub. 1.8 SEPTA SEPTA SEPTA 
Woodland Ave. Sub. 2.5 ) SEPTA SEFTA 
Chester Ave. Sub. 2.5 ) City- SEFTA SEPTA 
Baltimore Ave. Sub. 2.5 ) SEPTA SEPTA SEPTA 
Eastwick. Sub. 2.5 ) SEPTA SEPTA 
SUBURBAN CAR ROUTES ON 
PRIVATE RIGHT-OF-WAY 
69th St.-Norristow 13.5 SEFTA SEPTA SEPTA 
69th St.-Ardmore* “= - ~ ~ 
69th St.-Media- 8.6 SEPTA SEPTA SEPTA 
69th St.-Sharon Hill 5.3 SEPTA SEPTA SEPTA 

27 a 
TOTAL RAPID TRANSIT 76.7 
RAILRCAD LINES FROM 
PHILADELPHIA 
Wilmington ) 
Media-West Chester ) 
ak 125.0 Penn-Central  Penn-Central © SEPTA 
Chestnut Hill ) 
Trenton-Levittown ) 
Norristown ) 
Chestnut Hill 
Lansdale-Doylestown . 
HdEbGro 140.0 Reading Reading SEFTA 
Newtown 
West Trenton 
TOTAL RAILROAD 265.0 


STREETCAR, TRACKLESS TROLLEY, 


LOCAL AND EXPRESS BUS LINES** -~ 2,302 one-way miles 


MOMAT = 


2,644 miles 


* Abandoned service, 


-L~u 


** Including City Transit and Red Arrow Divisions. 
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HIGH SPEED TRANSIT LINES IN PHILADELPHIA 


PHILADELPHIA AND SUBURBAN RAILROAD PASSENGER SYSTE 
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City Hall and Market Street Concourse 
Broad Street Concourse 


Bustleton trackless trolley 
Frankford Avenue trackless trolley 


75 railroad commuter cars 
Fox Chase railroad electrificaticn 


Broad Street Subway Extensions to Northeast (planned) and South 
Philadelphia (under construction) 


Purpose and Jurisdiction of SEPTA 


Authorized by the Pennsylvania General Assembly in 1963, the South- 
eastern Pennsylvania Transportation Authority (SEPTA) was established in 
1964 to preserve, unify, and expand the regional transportation system in 
Southeastern Pennsylvania. The jurisdiction of SEPTA covers the Pennsyl- 
vania portion (Philadelphia, Bucks, Chester, Delaware, and Montgomery 
Counties) of the eight-county Philadelphia Standard Metropolitan Statis- 


tical Area.* The SEPTA service area covers almost 2,200 square miles. 


SETA may carry on transportation activities outside of its service 
area where necessary for the operation of an integrated system and for con- 
tinuation of services performed by acquired transportation facilities, 
subject to the regulations of state or federal regulatory agencies. SEPTA 
currently supplies some transportation into the states of New Jersey and 
Delaware and into the Pennsylvania counties of Berks and Northampton; as 
well as serving its five Southeastern Pennsylvania counties. 


During 1968-1971, SFPTA leased transit facilities owned by the City 
of Philadelphia and acquired the assets of the Philadelphia Transportation 


' Company and the Philadelphia Suburban Transportation Company. It also 


maintains purchase-of-service contracts with two railroads. 


* The remaining three counties--Camden, Burlington, Gloucester--lie 
across the Delaware River in nearby New Jersey. 


- Purchase of Philadelphia Transportation Company 


In September 1968, SEPTA purchased the operating assets and assumed 
the liabilities, with certain exclusions, of the Fhiladelphia Transporta- 
tion Company (PTC) for $47.9 million and agreed to take over a $17 million 
pension liability. 


Lease and Leaseback. A 1968 agreement between the City of Philadelphia ~ 


and SEPTA to lease transit properties for a period ending not earlier than 
the year of 2005 supplies SEPTA with the fiscal backing of the City. Under 
the lease and leaseback arrangement, SEPTA leased its newly acquired pro- 

perties to the City at a rental sufficient to meet the debt service on the. 
SEPTA rental revenue bonds issued to acquire the PIC properties. The City 
than leased these properties, plus City-owned transit properties, to SEPTA. 


SEPTA must pay rent out of net revenue to the City, as follows: . 


1. Fixed rent. Equal to the annual interest and principal pay- 
ments on self-supporting City bonds* which were issued pre- 
viously to finance transit facilities operated by PIC. 


2, Cumulative Additional Rent. Payable after fixed rent and, 
to the extent earned, equal to interest and principal pay- 
ments required on SEFTA's bonds. Unpaid portion carried 
over to succeeding years. 


3, Non-cumulative Additional Rent. Payable after fixed rent 
and cumulative additional rent, to extent earned. 


h, If net revenue in any one year exceeds fixed and additional 
rent, SEFTA is to pay 50 percent of any excess to the City. — 
The balance may be used by SEPTA in connection with the 
leased properties. 


Rental Revenue Bonds. SEFTA rental revenue bonds consist of $55 mil- 
lion, Series of 1968: 


Millions 
Serial bonds, due 1972-1984, 
interest rate 6 percent-4.90 percent $7 .350 
Term bonds, due 2002, interest 
rate 5-1/8 percent 47.650 
$55 .000 


* Self-supporting City bonds are not chargeable against the City's 
debt limit, 


«6 


The principal and interest on these bonds is payable from rentals 
receivable from the City of Philadelphia out of its current revenues. 


Renewal and Replacement Fund. As called for in the lease agreement 
between SEPTA and the City of Philadelphia, SEFTA maintains a renewal and 
replacement fund, consisting of six percent of total revenues, for the 
leased properties. 3 


Subway Extensions. The lease also provides that the City shall con- 
struct, furnish, and equip Broad Street Subway extensions and issue City 
bonds to finance these projects. Upon completion, extensions will be 
leased to SEPTA, and the debt service on these bonds will be added to the 
fixed rent and cumulative additional rent. Fixed rental payments for all 
facilities are not to exceed $7.9 million in any one year, and the total 
of fixed rental and cumulative additional rental payments is not to exceed 
$13.0 million in any one year. 


Subway-Elevated Cars. During 1960-1970, the City of Philadelphia 
issued $21.7 million in tax-supported loans for 267 subway-elevated cars. 
An additional $318,000 in loans is authorized but unissued. At June 30, 
1971, the total outstanding was $16.8 million. Half of the cars are under 
bailment lease to SEPTA, which has the option to purchase them at the ex- 
piration of the lease. The other half have been acquired by SEPTA. 


City Transit Division. SEFPTA maintains and accounts for the former 
Philadelphia Transportation Company operation as the SEFTA City Transit 
Division. 


Purchase of Philadelphia Suburban Transportation Company 


On January 29, 1970, SEPTA acquired the operating assets of the Phila- 
delphia Suburban Transportation Company (Red Arrow) for $13.3 million in 
cash and $247,900 of other costs. The excess of the purchase price over 
the net assets of the acquired transportation business was $5.2 million. 
The operation is maintained and accounted for as a separate entity, Red 
Arrow Division, by SEPTA. 


Revenue Bonds. To pay for the acquisitions, SEPTA issued $15.5. mide 
lion of Transportation Bonds (Delaware County Agreement) Series of 1969: 


Millions 
Serial bonds, due 1972-1984, 
interest rate, 5.8-6.7 percent $ 2.535 
Term bonds, due 2004, interest 
rate 7 percent 12.965 
$ 15.500 


Agreement with Delaware County. SEPTA entered into an agreement with 
Delaware County that the principal and interest on bonds to buy the Red 
Arrow system are payable from grants from the County paid out of the County's 
current revenues, after taking credit for the previous year's net income, if 
any, derived from the operation of the Red Arrow assets acquired by SEPTA. 
The bonds are secured by a pledge and assignment to a trustee of the grant 
receivable from the County. If in any year current revenues are insufficient 
to pay the debt service in full, the County will include the deficiency in 
its budget for the next year. 


Commuter Railroad Service Contracts 


SEFTA purchases commuter railroad services from the Penn Central and 
Reading companies on 12 radial lines in the five-county area. 


The Ccrmionwealth provides two-thirds of the money. The City of Phila- 
delphia and Bucks, Chester, Delaware, and Montgomery Counties supply the re- 


maining one-third. The contracts are designed to reimburse "avoidable costs" 


of the railroads. Payments (before penalties) to the railroads for fiscal 
1971-1972 are per contract $6.0 million to the Penn Central and phe 9 million 
to the Reading. 


Rental and Purchase of Railroad Cars. The Department of Public Prop- 
erty of the City Of Philadelphia entcred into leases in 1962-with the 
Reading Company and Pennsylvania Railroad (now Penn Central) for the rental 
of 75 City-owned stainless steel, air conditioned, electric multiple-unit 
commuter railway cars. Of these, the last 20 were delivered in 1967 for 
lease to Penn Central. The 75 cars cost $18.7 million. As of June 30, 1971, 
bonds outstanding amounted to $16.9 million. The City leases the cars to. 
the railroads for rental to cover the City's costs for bond interest and 
amortization. They have been declared self-sustaining by the court. 


The City also purchased 38 older cars from the Reading Company, mod- 
ernized and rebuilt them, and leased them back to the Reading for operation. 
The City invested $2 million in the electrification of the Fox Chase branch 
of the Reading Company. Reading pays a self-sustaining rental for the cars 
and electrification. 
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Lindenwold-Philadelphia Transit Service 


In addition to SEPTA trains, one other high speed transit line oper- 
ates in the SEPTA service area--the Lindenwold line of the Delaware River 
Port Authority. 


The Delaware River Port Authority is a bi-state agency of the Common- 
wealth of Pennsylvania and State of New Jersey, created in 1952 when the 
President of the U.S. signed Compact legislation designating the Port 
Authority as the successor to the Delaware River Joint Commission. Port 
Authority responsibilities include river crossings, trade promotion, rapid 
transit, and port development. 


The Delaware River bridge line* was supplanted in 1969 by the 14.5 
mile, $94 million high-speed line between Lindenwold, New Jersey and 16th 
and Locust Streets, Philadelphia, The Lindenwold line uses the old bridge 
Line right-of-way, as well as the City-owned Locust Street subway. 


Preparation for the Lindenwold line included extensive rehabilitation 
by the City of Philadelphia of the 8th and Market Street station, A sys- 
tem of transfers between SEPTA and the Lindenwold line replaced the pre- 
vious transfers between PTC and the Delaware River bridge line. 


The Delaware River Port Authority purchased 75 air-conditioned high- 
speed cars for the Lindenwold line. The City then bought 23 of the origi- 
nal bridge line cars for $230,000 for use by SEPTA on the Broad Street 
Subway. SEPTA is Modernizing the cars. 


The Port Authority has the power to operate a mass transit system be- 
tween points in New Jersey in the port district within a 35-mile radius of 
Camden and points within the City of Philadelphia. ‘The Port Authority is 
considering plans to extend its PATCO (Port Authority Transit Co.) lines 
to Atco and Moorestown, New Jersey. 


The Port Authority's Benjamin Franklin and Walt Whitman bridges be- 
tween Philadelphia and New Jersey are estimated to yield about $30 million 
in tolls in 1972 and $33 million in 1973. The tolls are available for 
operation and maintenance of these and two other bridges under construc- 
tion, for payment of debt service thereon, for port trade promotion and 
development, and to subsidize the operating and capital budgets and debt 
service of the Lindenwold line, which carries about 36,000 riders daily 
(compared with the nearly one million daily riders on SEPTA's City Transit, 
Red Arrow, and commuter rail lines). 


* The Delaware River bridge high-speed line, constructed by the Dela- 
ware River Joint Commission (now the Delaware River Port Authority) began 
operation in 1936. The 2.5-mile line extended between Camden, New Jersey 
and 8th and Market Streets in Philadelphia. 


The Lindenwold line pays $1 a year rent for the City-owned Locust 
Street Subway, in which the City has an investment of about $8.8 million. 


Value _of City Transit Facilities Operated by SEPTA 


Tables 2 and 3 show the division of ownership of rolling equipment 
and rapid transit stations and track for SEPTA's City Transit Division. 
SEPTA-owns the bulk of the rolling equipment; the City owns the majority 
of. "rapid transit" passenger stations and track. 


City of Philadelphia investment in facilities owned by it and oper- 
ated by. SEPTA is valued at cost of construction or acquisition, as re- 
ported to the City Director of Finance by the Commissioner of Public 
Property.* Of the $219.6 million invested as of June 30, 1971 in real 
property and $35. 3 Million invested in personal property, SEPIA as suc- 
cessor to PTC has the right to purchase for $2.00 certain of these fa- 
cilities having a total.value of $13.2 million at the end of existing 
agreements relating thereto, at which time the City will have been re- 
imbursed in full for all expenses incurred in their acquisition.* 


In addition to the City investment of $254.9 million, the City has 
an investment of $39.9, million in the Market Street Subway Extension** 
which is part of the transit system. This amount is not reflected, since 
title to the facilities represented by the City's investment in this 
extension was transferred originally to FIC, ee in turn transferred 
title to SEPTA.* 


* Office of the Director of Finance, City of Philadelphia, Financial 


Report, Fiscal Year 1971, p. 278. 


** From east of the Schuylkill River to east of 46th street. 
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SEPTA AND CITY OF PHILADELPHIA 
DIVISION OF OWNERSHIP OF ROLLING EQUIPMENT 
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Ownership 


SEFTA City Total 
Rapid Transit Cars 
Market-Frankford Line 132 135 267 
Broad Street Subway _-_ 200 200 

Total 132 335 467 

Other Transit Equipment 
Surface Rail Cars 465 - 465 
Trackless Trolleys 104 28 132 
Motor Buses 1,402 — 1,402 
Total All Transit Equipment 2,103 363 2,466 


Source: Prospectus for Southeastern Pennsylvania Transportation 
Authority, $55,000,000 Rental Revenue Bonds (Philadelphia 
Lease), Series of 1968, September 19, 1968, p. 14. 


Table 3 


SEPTA AND CITY OF PHILADELPHIA 
DIVISION OF OWNERSHIP OF RAPID TRANSIT STATIONS AND TRACK 


No. of Miles of Track 
Passenger Revenue Shops & 
Stations Miles Yards Total 
SEPTA -Owned 
Market-Frankford 16 ies ye. Fas 1953 
City -Owned 
Market-Frankford ee Tee See 5.9 
Broad Street 20 20. «0 36.1 
Ridge Avenue es en - Ree 
Total BL Mies) le is 1ere 


Source: Prospectus for Southeastern Pennsylvania Transpor- 
tation Authority, $55,000,000 Rental Revenue Bonds 
(Philadelphia Lease), Series of 1963, Sepsember 19, 
1968, p. 13. 


Other Transportation Service in Southeastern Pennsylvania | 


Several small bus companies furnish transportation on regular routes 
in the five-county area. They are privately owned and include: 3 


Auch-Inter-Borough Transit Co., Conshohocken, Pa. Service between 
Chestnut Hill and Norristown. 


North Penn Bus Co., Ambler, Pa. Provides daily service between 
Lansdale and Chestnut Hill and Lansdale and Norristown. 


Pottstown Transit, Inc., Pottstown, Pa. Service originates in 
Pottstowm, serves almost all of the borough; goes to Sanatoga, Stowe, and 
Pennhurst. 


Reeder Bus Lines, Modena, Pa. Regular service: Atglen to Coates- 


ville to Downingtown to Exton to West Chester to the Delaware Ente border | 


at Concord Mall. Also to Claymont, Delaware. 


Schuylkill Valley Lines, Norristown, Pa. Service originates in 
Norristown, covers almost all of the borough, goes to Collegeville, 
Phoenixville, Trooper-Trappe, Plymouth Meeting Mall, King of Prussia Mall, 
Conshohocken, West Conshohocken, Bridgeport, and nlorEt? Hills, Penn Square, 
and Logan Square. 


Werner Bus Service, Phoenixville, Pa. Regular service between King ~ 


of Prussia Plaza, Royersford, Spring City, Phoenixville, and Valley Forge. 
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II. USE OF THE SEPTA SYSTEM 


Use of the SEPTA facilities can be reviewed in terms of number of 
revenue passengers, area employment compared with SEPTA ridership, and 
fare structure compared with ridership. 


Number of Revenue Passengers 


Revenue passengers for the present SEPTA system (PTC facilities, 
now the City Transit Division; PSTC facilities, now the Red Arrow Divi- 
sion; and the two commuter railroads, now the Rail & Administrative 
Division) for the years 1960 through 1970 are shown in Table 4. From 
the table it may be seen that: 


1. Total ridership declined 18.6 percent--from 375.7 
million in 1960 to 305.8 million in 1970. 


e. City Transit Division ridership declined 22.5 percent--~ 
from 328.0 million in 1960 to 254.3 million in 1970. 


3. Red Arrow Division ridership declined 18.8 percent-- 
from 24.0 million in 1960 to 19.5 million in 1970. 


4, Ridership on the two commuter rail lines increased 
substantially. The increase for the Penn Central com- 
muter service was 36.5 percent--from 13.7 million to 
18.7 million. The Reading commuter service increase 
was 33.0 percent--from 10.0 million to 13.3 million. 


Decreased ridership characterized the general trend in 1970 com- 
pared with 1969--in part due to decreased employment in Philadelphia 
and Delaware County. 


Ridership 


Ridership can be expressed in terms of the number of trips per per- 
son in the total population during a particular year. 


In 1960, the five-county area had a total population of 3.6 mil- 
lion. Revenue passengers on the three components of the present SEPTA 
system totaled 375.7 million. The per capita ridership for the year 
averaged 104 trips. 


The population of the five-county area increased to 3.9 million 
in 1970; revenue passengers on the SEPTA system declined to 305.8 mil- 
lion. The per capita ridership for the year amounted to 78, or 26 
trips per person less than in 1960. 


ace 


Table 4 


tea, NUMBER OF REVENUE PASSENGERS 
IN ‘SOUTHEASTERN PENNSYLVANIA TRANSPORTATION AUTHORITY (SEPTA) 
“SERVICE AREA, 1960-1970 
(in millions ) 


PTC/SEPTA PSTC Commuter Rail 

(now City (Now Red Service 

Transit Arrow Penn- 
Year Division) Division) Central Reading Total 
1960 328.0 2h. .0 13.7 10.0 375.7 
1961 316.5 27.9 14.0 10.1 368.5 
1962 309.6 27.5 13.6 9.7 360.4 
1963 270 .9* 22 # 15.3 alk oe 8 319.7 
1964 | 289 .0 | 25.4 15.2 1132 340.8 
1965 278.6 25.1 16.0 — Tih 331.1 
1966 282.5 25.1 cay oes 11.7 336.5 
1967 OTT 5** eh 3 13.2 12.5 33255 
1968 281 .O*** 22.6 19.5 13.0 336.1 
1969 265.5 20.7 _ 20.2 13.4 319.8 
1970 254.3 19.5 1Oa7 | 13.3 305.8 
eee ee ea ETE ee ee nee mie eee eae nee eee 
Increase (Decrease) 
between 1960-1970 
number (73-7) (55) .O 3.3 (69.9) 
percent (22.5)% (18 .8)% o 36..5% 33.0% (18 .6)% 


* PTC strike of 19 days, January 15-February 2, 1963. 
x* PTC strike of 28 hours, January 15, 1967. 


%%* Camden-Locust line was operated through 12/28/68 by SEPTA; 
carried 1.1 million passengers in 1968. In 1969 operation 
was assumed by the Port Authority Transit Corporation. 

# pstTc (Read Arrow) strike of 34 days, February 8--March 13, 1963. 


Sources: Philadelphia Transportation Company, Annual Reports 
for 1960 through 1967. Southeastern Pennsylvania 
Transportation Authority, Annual Reports for 1968 
through 1970. Red Arrow Division and commuter rail 
figures from SEFTA. 
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From another perspective, it is estimated that in 1960 about 17 
percent of the five-county population used public transit.* [In 1970, 


‘the comparable figure dropped to about 13 percent. 


While the foregoing figures may be valid for the SEPTA service 
area aS a whole, it must be realized that transit service is concen- 


trated, and most trips are taken, within the City of Philadelphia. 


Undoubtedly, the percentage of riders is higher for Philadelphia than 
for the four suburban counties, where the favored mode of transport 
is the auto. However, data on ridership of Philadelphians as related 
to Philadelphia population are not available. 


Area Employment and Ridership 


Many factors have a bearing on changes in transit ridership. 
Long-run factors include changes in transit capital facilities, fam- 
ily income, automobile ownership, residential densities, and total 
population. Short-run factors include area employment, fare changes, 
and level of service provided (number of trips on a route per hour 
or other unit of time). Social factors also have an influence on 
ridership. The problem of safety on the streets, for example, has 
influenced the numbers riding public transportation, and especially 
those traveling by subway routes. 


Work trips constitute the majority of transit trips. Therefore, 
a factor affecting SEPTA ridership has been employment in the area, 
and particularly those parts of the area making most use of transit.** 


* This figure is obtained by dividing yearly ridership by 300 
days (50 weeks times 6 days); then dividing that result by 2 (for a 
round-trip ridership figure); and finally dividing that figure by 
population. 


** The 1960 survey of the Penn-Jersey Transportation Study showed 
that 31 percent of person trips of Philadelphians are made by transit, 
compared with 6 percent in the Pennsylvania suburbs. Particularly in 
the suburbs, the great bulk of trips are made by automobile. Volume 
1, PJ Reports--The State of the Region, p. 76 (Table 31). 
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Figures for covered private employment* in the five counties and 
for total SEPTA ridership are shown in Table 5. The table also presents 
employment and ridership figures for Philadelphia and the SEPTA City 
Transit Division. 


For the period 1960-1970, covered employment in the five counties 
increased by 13.2 percent; ridership during the period declined by 13..6 
percent. But here, again, figures for the five-county area may be de- 


ceptive because SEPTA services are concentrated most heavily in Philadel- 


phia. 


In the period 1960-1970, Philadelphia experienced a decline in 
number of workers of 4.6 percent. This may be compared with the 136.6 
percent decline in total SEPTA ridership, and the 22.5 percent decline 
in City Transit Division ridership. The latter figure is probably more 


* Statistics on workers covered by unemployment compensation in- 
surance--which excludes government employment and most nonprofit 
employers--are one of two available measures of year-by-year employment 
for the five-county area since 1960. The other is "covered employment" 
as shown in the annual U.S. Bureau of the Census publication, County 
Business Patterns. This also excludes government employment. 


Both series have the additional drawback that they give data for 
March of each year, which may not be an accurate index for the full 
year's employment--particularly if a sharp upturn (or downturn) takes 
place after March. 


Month-to-month statistics on total employment have been prepared 
recently by the U.S. Bureau of Labor Statistics providing data for 
Philadelphia and the remainder of the five counties in total. However, 
this series has been taken back only to the beginning of 1969, and 
cannot be used for long-term trend analysis. 
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Table 5 


COVERED EMPLOYMENT IN SOUTHEASTERN PENNSYLVANIA 
COMPARED WITH SEPTA RIDERSHIP 
1960-1970 


FIVE COUNTIES ; 
PTC/SEPTA City Transit, Red Arrow, 


Covered Employment* Commuter Rail Ridership** 
Number Compared with Prior Year Number Compared with Prior Yea 
Year March of Year Amount Percent (thousands) Amount Percent 
1 2 3 5 (6) 
1960 1,039, 800 = = 375, 700 = ie 
1961 1,026,600 (13, 200) (1.3) 368, 500 ( 7,200} (1.9) 
1962 1,040,600 14,000 1.4 360, 400 C 3,100% (250) 
1963 1,030,100 (10,500) (2.0) 319, 700# (41,700) (11.6) 
1964 988 , 200 (41,900) (4.1) 340, B00 2100 6 .6 
1965 1062; 3000 “7 tOo 1.5 331, 100 ( 9,700) (2.3) 
1966 1,109, 800 47,500 45 336,500 5,400 leas. 
1967 131375100 27,900 e5 332,500#  ( 4,000) (1.2) 
1968 1,155, 300 17,600 i25 336, 100 3,600 ee 
1969 1,177; 200 21, 900 1.9 319,800 (16, 300) (4.8) 
1970 1,177, 4OO##** 200 0.0 305,800 = (14, 000) (4.4) 


Increase (Decrease) 
between 1960-1970 


nuuber 137,600 (69,900) 
percent 13.2% (18.6% 
PHILADELPHIA 
ae ptc/SEPTA 
City Transit Ridership* 
(1) (2) (3) (4) (5) (6) 
(thousands ) 
1960 710, 344 as Z 328 , OOO 2 - 
1961 694,416 (15,928) (2.2) 316, 500 (11,500) (3.5) 
1962 694, 564 148 0.0 309, 600 ( 6,900) (252) 
1963 677,421 (17,143) (2.5) 270, 900% (38,700) (12.5) 
1564. 622, 046 (55; 31>) (G52) 289, 000 18,100 G7 
1965 678, 722 56,676 9.1 278, 600 (10, 400) ieee 
1966 638, 396 9,674 Teel 282, 500 3,900 ager 
1967 694,050 5,654 0.8 277,500# ( 5,000) (ise) 
19638 695,977 1,927 0.3 281, 000 3, 500 1.3 
1969 696, 335 358 O.1 265, 500 (155500) (5-5) 
1970 677,859 (18,476) (2) 254,300 (11,200) (2) 
Increase (Decrease) 
between 1960-1970 
number (32,485) (73, 700) 
percent (4.6%) (22.5%) 


* Workers covered by Unemployment Compensation Law. Pennsylvania Department of 
Labor and Industry, "Statistical Information Bulletins" for first quarter 1960 
through 1970. *% Pigures from Table 4. 

¥¥* Covered workers in Philadelphia and Delaware County dropped between 1969 and 
1970. Bucks, Chester, Montgomery Counties combined registered a gain. 
# Strikes decreased number of riders. 
al 7 = 


valid than total SEPTA ridership as a measure of the use of transit 
for trips to and from employment in Philadelphia.* 


Other variables also influence transit ridership. One of these 
is fare changes, as discussed in a following section. It is there- 
fore instructive to compare changes in employment and ridership in 
years when there were no changes in PTC/SEPTA fare (cash, tokens, 
transfers), and in which there were no lengthy strikes to distort 
the comparison. Two such years were 1966 and 1970. Percentage 
change in Philadelphia employment and ridership on the City Transit 
Division were as follows: 


Percentage Change Compared to Prior Year 


Year Employment Ridership 
1966 1.4 1.4 
1970 (24) (4.2) 


Thus, in 1966 private employment in Philadelphia and ridership on the 
City Transit Division both increased by 1.4 percent compared to the 

prior year. The correlation was not as close in 1970, although both 
changes were in the same direction; private employment dipped by 2.7 
percent while City Transit Division ridership dropped by 4.2 percent. 


* SEPTA officials note a sharp decline in ridership in November 
1969, which they attribute to increases in unemployment at the time. 
They conclude that the SEPTA City Transit Division riders, on the 
average, are the first ones laid off in a recessionary period. They 
further conclude that, in addition to the direct effect of unemploy- 
ment in riding to and from jobs, a recession may also affect riding 
to downtown stores and, in case of higher income groups, it may re- 
duce employment of domestic workers who, as a group, are heavily 
transit-oriented. 
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Fare Structure 


The PTC/SEPTA rate structure since the beginning of 1960 is shown 
in Table 6. At the beginning of 1960, the PTC base fare for riders was 
20 cents a trip, or 10 tokens for $1.90 (19 cents a ride); transfers 
were free; and school fares were 10 tokens for 75 cents. The corres- 
ponding figures for 1970 were 30 cents for base fare; no tokens at re- 
duced prices; 5 cents for each transfer; and school fares of 10 for $1.50. 
Thus, during 1960-1970, base fare increased by 50 percent; base fare 
plus one transfer, by 75 percent; and school fares by 100 percent. 


In the same 10-year period, the Philadelphia-area consumer price 
index rose by 33.3 percent (from 88.4 in 1960 to 117.8 in 1970),* while 
the average weekly earnings of production workers in manufacturing rose 
by ae percent (from $93.53 in September 1960 to $142.63 in September 
1970). 


On January 28, 1971, SEFTA raised its fares: base fare, from 30 to 
35 cents; student fare, from 15 to 20 cents; senior citizen's fare during 
off-peak hours, from 20 to 25 cents; Shopper's Special bus fares, from 
30 to 4O cents; Mid-City Loop bus fares, from 10 to 15 cents. (Transfers 
remained at the 5-cents-each level.) In addition, SEPTA made various in- 
creases in zoned fares for city-suburban service. 


Effect of Raising Fares 


Experience has shown that, when all other factors remain unchanged, 
transit use declines when fares rise. A rule-of-thumb has been developed 
by the transit industry that there is a traffic loss ratio of one-third 
of one percent for each one percent increase in public transit fares.** 
A 15 percent fare increase, for example, would bring about a 5 percent 
loss in number of passengers, and the net revenue gain would be only 9.25 
percent, according to the formula. 


* U.S. Bureau of Labor Statistics, "Consumer Price Index for Urban 
Wage Earners and Clerical Workers," Philadelphia, Pa.-N.J., Series A 


(1967 = 100). 


** See Thomas A. Domencich and Gerald Kraft, Free Transit, A Charles 
River Associates Research Study (Heath Lexington Books, 1970), pe. 22, who 
designate the rule as "the Simpson and Curtin formula." This volume also 
reviews some case studies on the relationship of fare changes and rider- 
ship, and presents its own formula based on modal split analysis. 
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Table 6 


PTC/SEPTA RATH STRUCTURE 


1960-1972 
Percent Percent _ 
; Increase Base Increase 
Cash (Decrease) | Plus (Decrease) 
Date - Base over Previous Tokens Transfers One over Previous School 
__ Fare Year Transfer Year _ Fare _ 
1/1/60. 20¢ a 10/$1.90 free 20¢ ie 10/75¢ 
10/25/60 2a 10.0 5/$1.00 free 2od 10.0 10/35¢ 
1/25/61 ood - 5/$1.05 free 2o¢ é no change 
1/15/62 + 23¢ 4.5 5/$1.05 free 23¢ 4.5 no change 
2/5/63 asd Ga7 3/70¢ free e5¢ O27 no change 
1/18/65 25s an 10/$2.20 5¢ first 30d 20.0 no chenge 
1/25/67 = 25d = 3 no tokens 5¢ first 30¢ - no change 
1/15/68 a5¢-0 - ' no tokens 5¢ each 304 ‘ 10/$1..00 
2/6/69 304 20.0 no tokens 5¢ each 35¢ 16.7 10/$1.50 
1/28/71 =. 35¢ 1637 no tokens 5¢ each Lod 14.3 10/$2.00 
Table 7 


PTC/SEPTA CITY TRANSIT DIVISION 


PASSENGER REVENUE, NUMBER OF PASSENGERS, AND REVENUE PER PASSENGER 


1960-1970 
Passenger Number Percent Revenue 
_— Revenue of Increase . per 
Year » (Thousands) Passengers (Decrease) Passenger 


(Millions) in Passengers 
: ~ over Previous 


eee Year . 
1960 2,203 328.0 = 0.189 
1961 64, 383 316.5 (3.5) ©2034 
1962 63,630 309.6 (2.2) «2055 
1963 - | 60, 803 270 .9* (12.5) 22h) 
1964. | 64,905 289.0 6.7 2245 
1965 67,871 278.6 (3.6) 24.36 
1966 69, 375 282.5 lah 2455 
1967 su “10050 OTT 5 e* (1.8) .2552 
1968 73,790 281.0 1.3 »2625 
_ 1969 79,981 265.5 (5.5) »3012 
1970 | 76,158 254..3 (4.2) | 2994 
Increase (decrease) 
pevween 
1960-1970 16,211 (73.7) (22.5%) $0 .1098 
26 «1% 
* PTC strike of 19 days. ¥* PTC strike of 25 hours. 


~20« 


Percent 
Increase in 
Revenue per 
Passenger 
over Previous 
Year 


57 9% 
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Does the traffic loss ratio of one-third of one percent for each 
one percent increase in public transit fares hold true for Philadel- 
phia? 


To show changes in transit fares, we use three indexes: (1) 
revenue per passenger, (2) cash base fare, and (3) base fare plus one 
transfer. 


Any changes in revenue per passenger should reflect composite 
changes in the fare structure (base fare, token fare, transfers, 
student fares). Table 7 shows passenger revenue, number of passengers, 
revenue per passenger, and percentage increases in revenue per pas- 
senger over the previous year during the period 1960-1970. 


Note that the revenue per passenger (shown in Table 7) is less 
than the base fare (shown in Table 6) until 1967, when tokens were 
abolished. Again in 1970, revenue per passenger was lower than base 
fare. 


In two years (1964 and.1966), revenue per passenger increased 
slightly, even though there was no change in fare structure. This 
is due to the fact that fare increases in the previous year occurred 
in early February of 1963 and early January of 1965. For example, 
the year 1966 benefited from a whole year of higher fares while lower 
fares prevailed in the first 17 days of 1965. 


Chart I compares actual decrease in passengers during the period 
1960-1970 with increases in transit fares expressed three different 
ways (revenue per passenger, cash base fare, and base fare plus one 
transfer). 


It should be noted that, for two years (1963 and 1967), the de- 
crease in passengers reflects strikes of PTC employees, periods 
during which no public transit service was available. 


As shown in the chart, with few exceptions year-to-year actual 
decreases in passengers were more than formula decreases, using any 
one or all three of the measures. 


Of course, the relationships in the chart may be determined by 
other factors relating to transit ridership, such as changes in em- 
ployment and in location, changes in incomes and automobile ownership, 
and transit interruptions because of strikes. 
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Does the loss-formula ratio average out over a decade? 


Between 1960 and 1970, PTC/SEPTA: City Transit Division riders de- 
clined from 328.0 million to 254.3 Ok a decrease of 22.5 percent. 
During the same period: 


Revenue per passenger increased by 57.9 percent. 
Base fare increased by 75 percent. 
Base fare plus one transfer increased by 100 percent. 


The revenue per passenger increase of 57.9 percent would have pro- 
duced a loss in passengers of 19.3 percent, using the 3/1 formula. 
Actual loss was 22.5 percent. 


The base fare increase of 75 percent would have produced a de- 
crease in riders of 25 percent, ussng the formula. ‘Actual was 22.5 
percent. 


The base fare plus one transfer increase of 100 percent would have 
produced a decrease in passengers of 33.3 percent. Actual was 22.5 
percent. 


Conclusion: Fare increases act to reduce ridership. However, the 
correlation between changes in the fare and ridership, either ona. 
year-to-year basis or over a 10-year period, is impossible to forecast 
accurately, particularly in view of the fact that. there are so many 
other factors at work in addition to changes in the fare structure. 

In any event, the 3/1 rule has some applicability for Philadelphia, 
based on past experience. 


Decision makers can be fairly confident that fare increases will 
be accompanied by ridership decreases, but there is little basis for 
any forecast'as to the precise relationship between fare increases and 
decline in number of passengers. 


~26- 


ot 


—— 


(Peay 


— 


——— 


Tf Past Trends Continue 


Chart II depicts what would happen to the annual number of revenue 
passengers in the five counties during the period 1971-19380 if past 
trends continue; 


An extension of the 1960-1970 trend (drop of 2.0 percent per year) 
would mean that total riders would decline from 305.8 million in 1970 
to about 250 million in 1980. 


A continuation of the 1968-1970 trend (drop of 4.8 percent per 
year) would mean that there would be only 187 million passengers in 
1980, compared with 305.8 million in 1970. 


If Past Trends Are Reversed 


It is conceivable that past trends may be reversed by such factors 
as increases in quality and quantity of service, reduction in fares, 
and increased employment among those who customarily use public transit. 


In Denver, to cite one example, a September 1971 service increase 
of about 10 percent in vehicle miles operated per day, a reduction of 
transit fares, and other innovations brought about a 17 percent in- 
crease in ridership during the first 8-1/2 months of public ownership. 
(See material on Denver in Appendix B.) 


In the SEPTA area, a reversal of the 1960-1970 trend (or an in- 
crease of 2.0 percent a year) would mean that 1930 passengers would 
about equal 1960 passengers (375.7 million in 1960; 372.3 million in 
1980). 


A reversal of the 1968-1970 trend (or an increase of about 5 per- 
cent a year) would mean that total passengers in 19380 would increase 
to about 498.1 million a year. Total ridership for 1970 was 305.8 
million. 
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Regional Planning Commission Forecasts 


The Delaware Valley Regional Planning Commission (DVRPC) estimated 
that there will be 1.57 million trips daily via public transportation in 
the five counties in 1985--or 34 percent mo more than in 1960.* 


The DVRPC report notes that "this is the first time in the last 
thirty years that a possible upturn in transit usage can be predicted." 
The increased trips forecast by DVRPC reflect the impact of proposed im- 
provements and extensions for the rapid transit and railroad systems, and 
also large increases in trip-making in general.** 


Ridership figures in the period 1960-1970 do not support the long- 
range projection of increased use of public transportation. As noted 
earlier, total riders in 1970 were 18.6 percent fewer than in 1960. 


The DVRPC predicted a 31.3 percent increase in ridership in surface 
transit and subway-elevated travel in the five Pennsylvania counties be- 
tween 1960 and 1985 and a 69.1 percent increase in commuter railroad 
travel during the period. (A 23 percent decrease in City Transit Division 
trips and a 35 percent increase in commuter rail trips occurred between 
1960 and 1970).* 


The DVRPC figures give some indication of the potential for mass 
transport ridership in the future. 


Potential for Use of Mass Transport 


Philadelphia is one -of only five cities in the United States with an 
existing subway system: 


City Subway Passengers 
Per Year (estimated) 

millions 

New York (system being expanded) 1.4300 

Chicago 160 

PHILADELPHIA 110 

Boston (system being expanded) 95 

Cleveland 1 


ore oe 


* 1985 Regional Transportation Plan (1969), Table Al0, p. 60. 


** Tbid., p. 18. Total person-trips in the DVRPC area were pro- 
jected to increase by 75 percent (to 14 million a day) compared to a 40 
percent increase in transit trips. ("Transit" includes railroad, sub- 
way-elevated, and surface transit.) 
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Two cities have new subway systems under construction: 
Subway Passengers (est.) - (millions) 


Washington, D.C. 350 
San Francisco 50 


New subway construction in the United States and other countries 
is being spurred on by the need to move increasing numbers of com- 
muters between the inner city and its suburbs. 


The potential for SEPTA to supply effective mass transport ser- 
vice in the five-county area through a combination of rapid transit 
and commuter rail service (with park-and-ride facilities), buses, and 
trolleys has not been developed to full capacity. 


See maps on pages 3 and 4 for some idea of the SEPTA service 
area. Subway-elevated lines only are shown on the first map; exten- 
sive bus and trolley routes could not be reproduced on a small map. 
The second map shows the Philadelphia and Suburban railroad passenger 
system. ; 
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III. FINANCING SEPTA OPERATING CosTS 


This chapter reviews the financing of SEPTA's operating costs, in- 
cluding debt service on existing capital facilities. (Chapter IV deals 
with the financing of capital outlays.) 


Chapter III encompasses a review of recent expenditure trends and 
SEPTA's projection to 1977; revenues from the fare box; and grants and 
contributions to operating costs from local, state, and federal sources. 


An Overview of Operations in 1970 and 1971 


Table 8 shows SEPTA operations in 1970 (actual) and 1971 (estimated). 
In 1970, SEPTA expenditures (including debt service) were $116.6 million 
compared to revenues of $108.5 million, leaving a deficit of $8.1 million.* 
Of the total revenues, governmental contributions represented $20 million. 
This figure includes the $6.5 million paid by the City of Philadelphia 
for debt service on outstanding tax-supported bonds issued to construct 
part of the SEPTA transit system. 


In 1971, expenses rose to $121.8 million. Total revenues increased 
to $118.2 million, leaving a deficit of $3.6 million. Of the total rev- 
enues, governmental contributions represented $30.2 million. (Again, City 
of Philadelphia payments on tax-supported transit bonds are included). 


Operating Budget 
The SEPTA operating budget includes some important indicators of the 
scope of SEPTA operations: number of employees, labor costs, pension 


costs, taxes paid by SEPTA. 


Number of Employees. SEPTA had the following permanent employees at 
Lbecember 31, 1970 and 1971: 


1.970 1971 

City Transit Division O25 5,011 
Red: Arrow Division 654 567 
Rail & Administrative Division ee 42 
6,619 6, 420 


Wage Increases. After a strike in April 1971, SEPTA City Transit 
Division employees settled for a wage contract giving them 75 cents an 
hour additional, or about 19 percent more than the 1970 wage of $3.93 an 
hour, to be paid over a period of two years. Red Arrow employees e120 
signed a new contract. The settlement with the unions cost SEPTA $4.39 
million in calendar 1971 and will cost an estimated $8.97 Mmiltiion 2n 


calendar 1972. 


do not correspond precisely, because they come from aifferent sources. 
Pa has not attempted to adjust these because they do not effect signifi- 
cantly the net financia: impact. 
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Labor Costs. Estimated expenditures for labor costs for 1971 were: 


_. ___Thousands 
City Red Rail & 
Transit Arrow Administrative Total 
Labor (wages and salaries) $55,789 $5,533 $504 $61, 826 
Pensions and employee 

benefits ;, 072 664. LO 8,576 
Social Security 2, 327 akg 25 2,591 
Total $65,988 $6,446 $559 $72,993 


In total, SEPTA spent $73 million for labor costs and benefits for 
6,420 employees in 1971, out of total expenses of $101.0 million (ex- 
cluding debt service and railroad purchase-of-service), or 72.3 percent 
of expenses. 


SEPTA has no pension fund for Union employees; the pensions are paid 
directly from the operating budget. SEPTA took over a $17 million pen- 
sion liability when it acquired the Philadelphia Transportation Company 
in 1968. Pension payments totaled $4.7 million in 1970 and about $5.0 
million in 1971. 


Taxes Paid by SEPTA. In 1971, exclusive of Social Security taxes 
(noted above under labor costs), SEPTA paid $0.8 million in taxes. These 
were the figures: 


City Red. 
Transit _Arrow Total 
State gasoline and diesel* $615, 000 $98, 000 $713, 000 
Vehicle license 39, 000 5,500 4h, 500 
State unemployment compensation 4h, 900 1, 800 49, 700 
Total $695, 200 $108, 300 $807, 200 


* In 1970, SEPTA filed a petition for the refund of diesel fuel 
taxes paid to the Commonwealth. 
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Index of Operations 


The figures for total passenger revenue, number of passengers, 
number of employees, and revenue per passenger were converted into 


several indexes of the SEPTA City Transit Division operations for the 


period 1960-1970. Table 9 shows the figures. Chart III illustrates 
the’ various trend lines: 


i 


5. 


Number of passengers decreased 22.5 percent--from an index 
of 100 in 1960 to 77.5 in 1970. 


- Total employees decreased 13.1 percent--from an index of 


100 in 1960 to 86.9 in 1970. 


- Employees per million passengers increased 12.1 percent-- 


from an index of 100 in 1960 to 112.1 in 1970. 


- Total passenger revenue increased 22.4 percent--from an 


index of 100 in 1960 to 122.4 in 1970. 


Revenue per passenger increased 57.9 percent--from an index 
of 100 in 1960 to 157.9 in 1970. 


6. Revenue per passenger, expressed in 1960 dollars, increased 


18.5 percent, from an index of 100 in 1960 to 118.5 in 1970. 
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Debt Service Requirements 


SEPTA responsibility for debt service occurs in the form of fixed 
rent, cumulative additional rent, and noncumulative additional rent pay- 
able to the City of Philadelphia, and assignment to a trustee of grants 
from Delaware County for principal and interest on revenue bonds. (Net 
income from Red Arrow Division, if any, is to be applied to debt service.) 


Table 10 shows debt service requirements on SEPTA debt and on transit 
debt of the City of Philadelphia for the period 1965-1970. City self-sup- 
ported debt service totaled $17.8 million and tax-supported debt service, 


$34.5 million, for a combined total of $52.3 million in the six-year period. 


Combined debt service, City and SEPTA, for the period 1965-1970 to- 
taled $59.0 million. 


City Subsidy to SEPTA. The City of Philadelphia subsidy to SEPTA for 


debt service consists of the difference between (a) actual debt service on 


City transit debt and SEPTA bonds, and (b) rentals payable to the City by 
SEPTA. For 1970, debt service amounted to $11.4 million (as shown in 
Table 10), as follows: 


Millions 
City self-sustaining debt $ 2.,077* 
City tax-supported debt 6.476 
Debt service on (1968) SEPTA bonds 2,803 

$ 11.355 


For a comparison of rentals due under the agreement between the City 
and SEPTA with the amounts actually paid for the years 1968 through 1970, 
and amounts payable in 1971, see Table 11. Thus, rentals payable to the 
City by SEPTA for 1970 totaled $6.6 million, as follows: 


Fixed rent $ 2.0h7 
Cumulative additional debt 2.803 
Noncumulative additional rent 1.700 

$ 6.550 


The City subsidy would have amounted to $4.8 million if all three cate- 


gories of rent had been paid ($11.4 million minus $6.6 million). In fact, 
SEPTA paid only the fixed rent of $2.0 million for 1970. Thus, the net 
subsidy by the City amounted to $9.4 million in 1970. 


* This includes all items from Table 10, City self-supporting debt, 
except "commuter rail service." 
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Table 10 


DEBT SERVICE REQUIREMENTS ON SEPTA DEBT AND ON 
TRANSIT DEBT OF CITY OF PHILADELPHTA 
1965-1970 
(Thousands) 


1965 1966 1967 1969* 1970 1965-1979 


SEPTA 

55,000,000 Issue of 1968** $ 2,803 $ 2,803 

15,500,000 Issue of 1969*** = 1,069 
Sub-total 2 = s- 2,03 3,872 6,675 
City Self-Supporting 

Frankford El 260 223 105 170 146 

Subway Service Extension 413 406 398 387 380 

Trackless Trolley Line 122 120 117 113 Li 

High Speed Cars, subway- 

elevated 1,587 1.550 1,519 1,442 1,441 

Commuter Rail Service 15031 1,035 1,305 1,696 13052 
Sub-total 3,413 3,334 = 3, 52h = 3,824 = 3,729, 17, 814 
City Tax-Supported 

City Subways 5, 841 5,450 5,705 5,443 4,982 

Frankford Elevated 13 25 ay, a1 37 

Market Street Elevated 1,232 1, 303 £,30L 1,332 1, 341 

Commuter Tunnel 20 28 aa 107 105 

Kastwick High Speed Line 1 ai 12 uae 1l 
Sub-total 1100 6,807 7,168 6,930 6,476 34, 483 
Total City Debt Service 10,520 -10,141.- °10,692.: 30;744 ~10,205 Dense 


Total Debt Service-SEPTA & 


City $10,520 $10,141 $10,692 $13,547 $14,077 $58,977 


* City debt service for calendar years 1965-1967, and for fiscal years ending 
6/30 and thereafter. Debt service for SEPTA is for year ending 9/30. 


**% For purchase of PTC. 
*** For purchase of Red Arrow. 


Source: Records of Office of Director of Finance, City of Philadelphia. 


Note: In a few minor respects, City figures in this table do not correspond 
with figures in Table 8. 
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Table 121 


SEPTA RENTAL PAYMENTS TO CITY--1968 to 1971 


Calendar. year accrued 


1968 


Fixed Rent 
Cumulative Add'l. Rent 
Non-Cumulative Add'l. Rent 


1969 


Fixed Rent 
Cumulative Add'l. Rent 
Non-Cumulative Add'1. Rent 


1970 


Fixed Rent 
Cumulative Add'1l. Rent 
Non-Cumulative Add'l. Rent 


1971 
Fixed Rent 


Cumulative Add'l. Rent 
Non-Cumulative Add'l. Rent 


(1) Paid from initial capital per agreement. 
2} Payable 1971, will not be paid since not earned in 1970. 
Payable 1972, will not be be paid since not earned in 1971. 


3 


Source: SEPTA document dated March 8, 1971. 


Per 
Agreement 


$ 5h2, 938 
2,803, 387 


387,819 
sy7gl ai 


$2, 134, 321 
2s 
1,656,5 


$2,047,079 
2,803, 387 


1,699,783 
$6,550, 2h9 


$1,930, 909 
2,953, 387 


1, 733, 289 
store eae 


elite 


Paid 


$ 542,938 


2,803, 387(1) 


218,109 


$3,504,430 


$2,134, 321 
2,001, 330 


$h,135, 651 


$2,047,079 


$2, 047,079 


$2.,930, 909 


$1, 930, 909 


Not Paid 


$ 


169,710 


$ 169,710 


oe 
1,656, 582 
$2,458, 639 


$ on 
eet ' 
1,699, 703(2 


503,170 


Future Amounts Payable. Table 12 sets forth the preliminary 
estimates of debt service requirements for the period 1971-1980. 
Total debt service on SEPTA and City outstanding debt is estimated 
to amount to $15.1 million in 1971, decreasing to $11.0 million in 
1980. For the ten years, the debt service will total $128.1 million. 


Debt service on new City Transit loans is estimated to amount 
to $1.7 million in 1971, increasing to $9.1 million in 1980. For the 
ten years, 1971-1980, the debt service on the new facilities will 
total $74.3 million. 


It is estimated that total debt service will increase from $16.4 
million in 1971 to $20.1 million in 1980, and for the 10-year period 
will amount to $202.4 million. 


It should be noted that the above are debt service (rather than 
rental) figures. The lease and leaseback arrangement between SEPTA 
and the City stipulates that, when the Broad Street Subway extensions 
are complete, SEPTA will owe the City of Philadelphia maximum fixed 
rental and cumulative additional rental of $13.0 million a year. 
Noncumulative additional rental (if earned) is extra. 
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State and Local Grants 


The Commonwealth of Pennsylvania, City of Philadelphia, and Counties 
of Bucks, Chester, Delaware, and Montgomery have made grants and contri- 
bution to SEPTA. 


Grants for Commuter Rail Service. Table 13 shows grants for purchase- 
of-service contracts with two railroads for commuter service and with other 
transportation companies, as well as for advertising, public relations, 
planning, and administration of service contracts. 


As shown in the table, local contributions during 1965-1971 amounted 
to $24.3 million; state contributions, to $35.1 million, The bulk of the 
local funds ($20.4 million out of $24.3 million) was supplied by the. City 
of Philadelphia. 


On a per capita basis, grants for commuter rail and administrative 
services in 1971 (preliminary figures ) amounted to the following: 


County Population Grant Per Capita | 
Bucks 415,056 $ 196,500 | 0.473 
Chester 278, 311 100 , 000 0.359 
Delaware 601,425 200 , 000 0.333 
Montgomery 623,921 192,675 0,309 
Philadelphia 1,950,098 2,729,500 1.400 
3,868, 811 3,418,675 0.883 
State 6,970,778 
Total $10, 389,453. - 


Purchase-of-Service Grants, In addition, in 1971 SEPTA received a 
purchase-of-service subsidy from the state totaling almost $9.5 aca 
as follows: 


For City Transit Division . .. . $8,091,000 (est.) 


For Red Arrow Division ...-e + 1,393,000 (est.) 
$9, 48h, 000 
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Federal Grants 


Table 13 also shows that the federal government supplied $4.0 million 
toward Southeastern Pennsylvania Transportation Compact (SEPACT) Demon- 
stration Projects I, II, and III during 1965-1969. Purpose of the projects 
was to avert the eventual loss of the area's valuable rail system. Rail 
travel relieves highways at critical times without causing interference 
with surface traffic. 


Railroad deficits were large, facilities were becoming obsolete, and 
service was declining. Commuter service had never been coordinated be- 
tween the two railroads and with other means of transit. The demonstration 
projects, begun in 1962, undertook a planning and management program to 
save and utilize commuter rail service. | 


Federal Planning Grant. In May 1971, SEPTA was awarded a $1 million 
planning grant by the federal Urban Mass Transportation Administration. 
The grant will enable SEPTA to prepare both short-range and long-range 
programs. The immediate goal is to improve the existing system. The long- 
range goal will be to integrate all SEPTA facilities into a coordinated 
system. ° 


SErTA Statement to Pennsylvania Departmert of Transprortstioa 


In March 1971, SEPTA filed a statement with the Pennsylvania De- 
partment of Transportation (PennDOT) in support of additional funds for 
operating purposes. 


In its application, SEPTA defined its major problems as: (a) rising 
operating costs, (b) declining ridership, and (c) substandard condition 
of systems. The application undertook to demonstrate the inability of 
the fare box to support the operating costs of a viable transportation 
system. SEPTA predicted that City Transit Division base fare passengers 
would decline from 254 million in 1970 to about 190 million in 1985 if 
additional funds were not forthcoming. The decline would amount to 
25.2 percent in 15 years. 


Alternatives for the Future. SEPTA explained its principal alterne- 
tives for the future in the following terms: 


a. Continue Present Trend: Rising fares and decreasing rider~ 
ship lead to extinction of system. 


b. Stem Present Trend; Stabilize fares with minimal public 
financial assistance; continue deterioration of system. 


c. Reverse Trend: Start program designed to develop a public 
transportation system to serve the needs of the area. 


h6~ | 


Commonwealth Role. SEPTA outlined four ways in which the Common- 
t e e eo 
wealth could be a "significant help" to those who use SEPTA services: 


1. Support federal programs, including capital grants, 
assistance for operating costs (being studied by 
U.S. Department of Transportation), and revenue- 
sharing proposals. 


2. Provide assistance for the cost of carrying school 
children on the SEPTA system. (It costs approxi- 
rate $5 million a year to carry children at half- 
fare. 


3. Amend Act No. 8 of 1968 (providing permanent Common- 
wealth support for capital improvements and purchase 
of service for operations) to increase the portion 
of net operating costs paid by the Commonwealth 
(presently two-thirds). 


4, Budget "adequate" financial (operating) support for 
SEPTA. 


1972-77 Operating Forecast 


SEFPTA has prepared a forecast of expenses and revenues, assuming the 
present fare levels, for the period 1972-1977, as shown in Table 14, Cisy 
Transit and Red Arrow Divisions combined operating expenses (exclusive of 
commuter rail service) are projected to increase from $124.9 million in 
1972 to $167.6 million in 1977. 


In the same period, operating revenues from the fare box and miscel- 
laneous items (but excluding any net payments by city, county, or state 
governments) are projected to rise from $87.9 million in 1972 to $95.2 
million in 1977. 


To illustrate how the foregoing figures were derived from Table 14, 
it may be noted that the $124.9 million operating expense figure for 1972 
is comprised of the following items of the table: 


City Transit Division Thousands 
Expenses $ 104,711 
Tax-supported debt service 5995 
Cumulative additional rent 2,994 

Red Arrow Division 
Expenses 9,962 
Interest on bonds 1,189 

fs as $ 12h 851 
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The revenue figure of $87.9 million for 1972 was obtained as follows: 


City Transit Division revenue $ 81,069 
Red Arrow Division revenue 6,801 
$ 87,870 


The difference between expenditures and revenues (including commuter 
rail figures) constitutes a deficit which is forecast to be of the fol- 
lowing magnitude: : 


City Transit Commuter Total 

& Red Arrow ‘Railroads. Deficit 
Year (Millions ) _ (Millions ). (Millions ) 
1971 $23.1 $14.6 $37.8 
1972 37.0 14.7 51.7 
1973 7.4 17.2 -. 64.6 
1974 52.1 18.8 70.9 
1975 58.4 20.9 19.3 
1976 6541 23.1 88.2 
LOTT 72.4 25.4 97.8 


The figures from Table 14 shown above in the "total deficit" column 
are Slightly higher than the comparable figures that might be derived from 
the kinds of data shown in Table 8 (page 32). For example, the $37.8 mil- 
lion shown in Table 14 as the total deficit for 1971 is about $4.0 million 
more than the total deficit of $33.8 million as calculated from comparable 
expenses and revenues in Table 8. This is mainly because Table 8 shows 
only that part of the commuter rail deficit which is financed from govern- 
:mental purchase-of-service payments.* 


Possible ways of meeting the total deficit are discussed in a later 
chapter. These deficit amounts exclude the amounts needed for capital im- 
provements to the SEPTA system, as reviewed in the following chapter. 


* Here is the arithmetic: Table 14 shows $36.0 million as Reading and 
Penn Central expenses for 1971 whereas Table 8 shows only $10.6 million 
(the amount primarily financed from taxes) as the expenses for the rail 
lines ("Commuter Rail Division"). On the revenue side, Table 14 shows 
$21.3 million as operating revenues of the Reading and Penn Central whereas 
Table 8 does not include any such revenues. Thus the rail deficit is $14.7 
million in Table 14 ($36.0 of expenses minus $21.3 million of operating 
revenues) as compared with a rail deficit of $10.6 million in Table 8 ($10.6 
million of expenses minus zero of operating revenues). 
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IV. FINANCING CAPITAL OUTLAYS' 


This chapter focuses upon SEPTA's Capital Improvement Program as one 
indicator of the capital needs of the SEPTA service area. 


There have been a number of plans advanced for capital outlays for 
public transportation in the five-county region. The Delaware Valley 
Regional Planning Commission, the City of Philadelphia, and SEPTA all 
have plans for capital improvements to public transportation serving all 
or part of the area. 


SEPTA's Capital Improvement Program 


In November 1970, SEPTA adopted a capital improvement program for the 
six-year period ending June 30, 1977.* Table 15 list the projects. SEFTA 
proposed a total of $829.4 million in projects--$545.9 million of transit 
projects and $283.5 million of commuter rail projects. Of this total (as 
shown in Table 16), $221.9 million represented expenditures prior to 1972; 
$543.1 million, expenditures for fiscal 1972-1977; and $64.4 million, ex- 
penditures beyond 1977. 


SEPTA estimated (Table 16) the funding for the $829.4 million pro- 
gram as follows; 


Source Millions 
Federal grants ~% « 695-8 4 3 & oe os ae oe ew ae ~=64E59.L 
State grants. eis. Ni oe) SAS. os Se ee 116.3 
City of Philadelphia 

Tax-supported funds .... 52.3 

Self-sustaining funds... 134.2 186.5 
Other local fimds + « + st » > e+ © * 40.6 
SEPTA 


City transit renewal and 
replacement funds. ... 23.8 
Red Arrow depreciation 
ENG. 57) en fae bc oe as 3.1 26.9 


$029 4 
Table 17 summarizes SEPTA's capital improvement program funding. 


Assuming that the entire population of the five counties would bene- 
fit from these facilities, the population (1970 census) to be served 
would be 3,868,811. The per capita cost of the capital improvement pro- 
gram facilities over a six-year period would be $140. ‘The per capita 
cost of the SEPTA one-year capital budget (discussed later) would be $36. 


*SEPTA'S operating budget is on a calendar year; its capital budget 
on a fiscal year starting July 1 and ending June 30. 
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Table 15 


or 


TRANST? PROJECTS 


Station Improvements: 


__DSEPTA CAPTTAL IMPROVEMENT PROGRAM, BY PROJECTS, 1972-1977 


Cost (millions ) 


{ 


in| 


*15th Street West Plaza $ 12.872 
+Model Cities Subway Station Improvements 2.800 
+Transit Station Improvements (Subway, surface & suburban) 26.306 

69th Street Terminal Reconstruction 7.500 

49.478 
Equipment: 

New Buses and Radio System 4h 025) 
New Subway-Surface Cars & Shop 31. 340 
*Market-Frankford Car Air Conditioning 4.500 

Red Arrow Division New Cars 9.600 

Replacement of Surface Vehicles 34.500 
*Broad Street Subway New Cars 25.200 

_ Th9.165 
Construction: | 
*Eastwick Hi-Speed Surface Line 1.720 
*Northeast and South Broad Street Subway Extensions, 
including parking 202.890 
*Northeast Extension: Rhawn to Bustleton 9.514 
*Frankford EL Relocation for I-95 4.952 
*Chestnut Street Mall Transit System 6.885 
Rapid Transit Extension to Broomall, Delaware County 75-000 
300.961 
Operating Facilities: 
+Transit Operating Facility Modernization 42.600 
*Frankford El Power 3.690 
16.290 
TOTAL TRANSIT IMPROVEMENT PROJECTS $545 894 
COMMUTER RAIL PROJECTS 
Station Improvements and Equipment: 
+Station and Parking Improvements 23.000 
New Commuter Cars and Communication System 126.000 
149.000 
Construction Projects: 

Hatboro-Warminster Extension 1,802 
*Center City Commuter Connection 87.501 
*Center City-International Airport Rail Line 16.300 

Newtown Branch Improvements 2.600 

Kast Norriton Rail Extension 1.200 

Penn-Central Chestnut Hill Line Connection to Reading 

System 1.100 

Operating Facilities: 110.503 

Commuter Rail Operating Facility Modernization $ 24.000 

TOTAL COMMUTER RAIL IMPROVEMENT PROJECTS 283.503 
GRAND TOTAL $829. 397** 


Source: SE:TA, Capital Umprcve~ 
ment Program, 1972-1977, 
November 1970. 


* City of Pailadelphia Sponsored Project 

+ Joint SEPTA-City of Philadelphia Project 

**% Tncludes expenditures of $222 million 
orior to 1972, and expenditures of $64 
million beyond 1977. 
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The 1971-72 Capital Budget 


The 1971-72 capital budget (the first year of the six-year capital 
program) totals $137.6 million, as shown in Table 18. The budget lists 
12 projects, whose total cost upon completion would be $512.7 million. 
Half of these projects are transit improvements which would be carried 
on by the City of Philadelphia,* three additional are joint SEFTA-City 
projects, and only three are projects which SEPTA would undertake by it- 
self. 


The projects sponsored by the City of Philadelphia are: 


No. 101 - Northeast and South Broad Street Subway extension 
107 - Eastwick Hi-speed surface line 
115 - Northeast extension, Rhawn to Bustleton (land acqui- 
sition) 


201 ~- Center City commuter rail connection 
205 =- Center City-International Airport rail line 
307 - Frankford El power facilities 


The joint SEPTA-City projects are: 


No. 311 - transit station improvements 
338 - transit operating facilities modernization 
401 - commuter rail station and parking improvements 


The SEPTA projects consist of: 


No. 325 - 200 new buses and radio system 
344 ~ new subway-surface cars and shop 
410 - commuter rail operating facilities modernization 


Funds to pay for the capital budget items would be supplied by the 
following sources: 


Federal grants .... 2 « eles oe © oe STL million 
State Grants 2 Bowe et esa a) wo a ee ee) Mado 
City of Philadelphia <<. 4 « 66 weer o,) HLeo midddon 
Tax-supported funds ,... 6.7 million 
Self-sustaining funds . .. 35.2 million 
Other focal srants: 404-4 40 wil gue isle ww. soe f Million 
SEPTA (renewal and replacement fund, 
depreciation fund items). ..... 7.1 million 


$137.6 million 


* Transit projects of the City of Philadelphia are also included in 
the City's capital program; in some cases, however, the dollar amounts 
shown in the 1971-72--1976-77 City capital program are different from those 
in SEPTA's capital program for the same period. 
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Therefore, SEPTA plans to depend on the receipt of grants from csher 
governmental units to accomplish most of its capital budget and program. 
The policies of the federal and state government on making grants for 
transit capital improvements are discussed later in this chapter. 


Extent of Funds Needed by SEPTA 


While the amounts programmed for capital improvements undoubtedly 
will change in detail as the capital programs are further developed and 
refined, the amounts in the 1972-1977 program are useful for indicating 
the magnitude of the funds needed by SEPTA in addition to the operating 
requirements discussed in the prior chapter. 


Federal Grants 


The federal government has established a policy of assisting public 
transportation in the Urban Mass Transportation Assistance Act of 1970. 
The Act provides $3.1 billion over a period of five years for improved 
transportation facilities, and expresses the intention of Congress to 
provide $10 billion over a period of 12 years. 


Programs of federal financial aid to local public transportation 
podies include: 


1. Capital assistance grants 

2. Technical assistance grants 

3. Demonstration grants 

4, Research and development grants 

5. Managerial training grants 

6. University research and training grants 


The U. S. Department of Transportation in 1970 gave the Delaware 
Valley region two-thirds funding status for public transportation proj- 
ects. The region had been eligible for only 50 percent matching funds. 


While the acts of Congress are an important indication of federal 
commitment in assisting urban public transportation, they do not provide 
a firm basis for capital planning by local transportation agencies. Par- 
ticularly, the amounts which will be available in the future have not 
been set with the precision needed to develop a capital program with 
definite target dates for accomplishment. 


Federal grants are expected by SEPTA to provide more than half the 
$829 million for its capital improvement program. 
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Federal grants for capital purposes which have been approved for 
SEPTA and the City of Philadelphia total $74.5 million. Of this total, 
$41.2 million has been approved since October 1970. In addition, SEPTA 
and the City of Philadelphia are requesting $115.9 million in federal 
capital grants for projects to improve the existing system, and $130.9 
million in federal grants for new construction projects. All but $15 .0 
million of the $130.9 million new construction federal grants applied 
for represent City of Philadelphia projects. These figures are shown 
in Table 19. 


It is noteworthy that the Federal Urban Mass Transportation Act 
of 1970 limits the funds which can be granted to any one state to 12.5 
percent of $3.1 billion, or $367.5 million. 
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State Grants for Capital Purposes 


The rennsylvania Department of Transportation supplies funds for mass 
transportation projects which qualify. The Urban Mass Transportation 
Assistance Law of 1967,* as amended, provides for grants to instrumental- 
ities of the Commonwealth for studies, research, demonstration programs, 
promotion programs, purchase of service projects, and capital improvemen: 
projects under certain conditions. 


Inasmuch as federal capital grants are geared to provide two thirds 
of the total project cost, the remaining one third becomes a local re- 
sponsibility, which can be funded partly or wholly by the state govern- 
ment. In Pennsylvania, in most cases the state grants are limited to one 
sixth of the total cost. Accordingly, the other one sixth remains a local 
responsibility. 


| For the $74.5 million of federal grants approved (Table 19), the 
state. has: supplied $21.3. million in matching funds. 


The experience thus has been: 


$74.5 million in federal grants or 61.1 percent 


21.3 million in state funds or 17.5 percent 
26.1 million in local funds or 21.4 percent 


$121.9 million total 100.0 percent 


* Act 8 of 1968, 66 P.S. SS 1951 to 1961. 
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Delaware Valley Urban Transport Needs 


The federal government has stipulated that, in order to be eligible 
for federal grants, a transportation agency must have submitted its plans 
to a regional planning body for review to see that they are consistent 
with a regional plan. The Delaware Valley Regional Planning Commission 
(DVRPC) is the official unit for such review of plans in the nine-county 
Delaware Valley urban area which embraces five counties in Pennsylvania 
(Philadelphia, Bucks, Montgomery, Chester, and Delaware) and four counties 
in New Jersey (Camden, Gloucester, Burlington, and Mercer). 


In September 1971, the DVRPC announced the results of its study of 
the transportation needs of the Pennsylvania/New Jersey region. The plan 
was submitted to the federal government as part of the National Transpor- 
tation Needs Study. 


It should be noted that the U. S. Department of Transportation initi- 
ated the National Transportation Needs Study. Under the rules of the 
study, each state was required to submit a description of its urban trans- 
portation needs for the period from 1970 to 1990. 


In commenting upon the requirements, a memorandum of the DVRPC to 
members of its Technical Advisory Committee* said: "Although the states 
have been assured that the estimates submitted will not be used for al- 
locating funds, it has been indicated that they may provide the basis for 
legislative action." 


The DVRPC noted that the instruction manual for the needs study de- 


fined transportation "needs" as ". . . the transportation facilities and 
costs required in order to provide desired levels of service." DVRPC 


stressed that the stated needs "are not to be construed as a commitment 
or statement of intent by either the state or any other involved organi- 
zation.” |emphasis supplied] In other words, the needs represent what 
various agencies have indicated they would like to have in the way of 


facilities; they do not reflect a plan for financing the facilities. 


Table 20 presents the DVRPC listing of projects for 1970-1980. 


* Memorandum dated August 9, 19/71, DVRPC staff review of New Jersey 
and Pennsylvania needs studies. 
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V. FINANCING PUBLIC (AND PRIVATE) TRANSPORTATION 
IN THE 30 LARGEST CITIES IN THE U.S. 


The Pennsylvania Economy League surveyed the 30 largest cities in 
the United States, * 
The survey yielded these general conclusions: 


1. Almost uniformly, the fare box is unable to support oper- 
ating costs. 


2- Some state governments are providing financial assistance 
to transportation agencies, through grants and bond issues, 
through assuming responsibility for the transportation 
function, and through legislation which permits local gov- 
ernments, or transportation agencies, to levy a wide vari- 
ety of taxes for transport purposes. 


3. A growing number of jurisdictions are turning to tax sour- 
ces to finance public transportation, as well as placing 
increasing reliance on the federal government for six 
categories of grants .(See Chapter IV for a brief explana- 
tion of such grants under the Urban Mass Transportation 
Assistance Act.) 


survey Cities 
Table 21 shows the transportation agencies (or companies) and their 
service areas in the 30 largest cities in the U.S. Of these, 2 cities 


have public transportation agencies: 


Atlanta Dallas Philadelphia 
Baltimore Denver Pittsburgh 
Boston Detroit St. Louis 
Buffalo Jacksonville San Antonio 
Chicago Kansas City San Diego 
Cincinnati Los Angeles San Francisco 
Cleveland Memphis Seattle 
Columbus New York Washington 


*Some data were obtained for five smaller cities: Minneapolis, 
Portland, Spokane, Tacoma, and Toledo. See Appendix C. 
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Table el 


TRANSPORTATION AGENCIES IN THE 30 LARGEST CITIES IN THE U.S. (March 1972) 


city 


Atlanta 
Baltimore 
Boston 
Buffalo 
Chicago@ 


Cincinnati 
Cleveland 
Columbus 


Dallas 
Denver 


Detroit 
Houston 
Indianapolis 
Jacksonville 
Kansas City, Mo. 


Los Angeles 
Memphis 
Milwaukee 
Nashville 
New Orleans 


New York 
Philadelphia 
Phoenix 
Pittsburgh 
St. Louis 


San Antonio 
San Diego 
San Francisco 


teattle 
Washington,D.C. 


Agency 


Metropolitan Atlanta Rapid Transit Auth. 


Maryland Dept. of Transportation! 
Massachusetts Bay Transportation Auth, 
Niagara Frontier Transportation Auth.3 
Chicago Transit Authority 


Southwest Ohio Regional Transp. Auth.3 
Cleveland Transit Board h 
Central Ohio Transit Authority 


Dallas Transit (municipal) 


Fulton,DeKalb co's. 
Baltimore, 2 co's. 

79 cities & towns 
Niagara, Erie co's. 
Chicago,Metro Cook Co. 


Hamilton County 

Cleveland & suburbs 

Franklin Co.,parts of 
2 others 

Greater Dallas 


Regional Transport. Dist.(city operates buses) Seven counties 


Southeastern Michigan Transport. Auth.? 
Houston Rapid Transit Company 
Indianapolis Transit Company 
Jacksonville Transportation Authority® 
Kansas City Area Transportation Auth. 


Southern California Rapid Transit Dist. 
Memphis Transit Authority 

Milwaukee & Suburban Trans ngport Corp. 
Nashville Transit Company 

New Orleans Public Service, Inc.® 


Metropolitan Transportation Authority 
Southeastern Pennsylvania Transp. Auth. 
Phoenix Transit Corporation 

Port Authority of Allegheny County 
Bi-State Development Agency 


San Antonio Transit System 
San Diego Transit Corporation, 


‘(San Francisco Public Utilities Comm. 


(Alameda-Contra Costa Transit District 
(Bay Area Rapid Transit District? 


(Golden Gate Bridge,Highway & Transp.Dist. 


(Marin County Transit District 
Seattle Dept. of Transportation 
Wash. Metro. Area Transport. Authority? 


Six counties 

City and environs 
Indianapolis 

Duval County 

4 Mo., 3 Kan. co's. 


L.A., 3 other co's. 
Shelby County 
Milwaukee County 
Davidson County 
New Orleans area 


N.Y.City, 7 counties 
five counties 


Phoenix & suburbs 
Allegheny & 4 other cx. 


3 Mo., 3 Ill. co's. 


™ Gan Antonio metro ares 


Greater San Diego 
San Francisco 


‘two. counties 


three counties 
five counties 
Marin County 


_ City of Seattle 


D.C.,Va. 3 counties 
Md. 2 counties _ 


1. A unit of the department, the Mass Transit Administration, has 


responsibility for public transportation in the state. 


2. A new regional.authority, the Chicago Metropolitan Area Transportation System, 


has been proposed for Chicago and the six-county area. 


3. Nonoperational; private firm operates buses. 
4, Nonoperational; private firm. operates buses. Referendum for public ownership 
of the firm held May 2, 1972 failed on a close vote. 
» Operates in suburban Detroit. Detroit Dept. of Street Railways operates in Detroit 
- Nonoperational; is negotiatins to purchase Jacksonville Ccach. 


. Private company provides gas, electric, and transit service. 


y) 
6 
7. Private cperator. Metropolitan Nashville Transit Auth. is a regulatory body. 
8 


« Construcuing a rapid transit cystem. 


————— 
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Not all of the 24 are operational; in five cities (Buffalo, Cincin- 
nati, Columbus, Jacksonville, and Washington), private companies operate 
bus lines. 


Altogether, 11 of the 30 cities have private transit companies: 


Buffalo Milwaukee 
Cincinnati Nashville 
Columbus New Orleans 
Houston Phoenix 
Indianapolis Washington 
Jacksonville 


The Phoenix private transit company is subsidized by the city. 
Washington, D.C. has several private bus companies as well as a public 
agency which is constructing a new rapid transit system. 

One city (Columbus, Ohio) voted on May 2, 1972 regarding (1) public 
ownership of the private transit company, and (2) a one-mill property 
tax levy for 10 years to purchase the system. The vote failed on a close 
margin. The Central Ohio Transit Authority may continue to seek public 
ownership of the system. Cincinnati and Jacksonville may also go to 
public ownership. 

Houston and Milwaukee private companies reported that they are meeting 
operating costs from the fare box, which puts them in an atypical category. 
One of these cities, however, reports that the ixterval between buses is 
getting longer; fares are going higher; ridership is going down. 

In Nashville, the Metropolitan Nashville Transit Authority, a regu- 
latory body, is making a study of the deficit picture facing the private 


transit company. 
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In the larger cities in the U.S., mass transportation bie generally 
become a public responsibility. The responsibility has sometimes (not 
always) been assigned to a single transportation body with areawide or 
regional juitsdteticn. Transportation agencies in-14 of the 30 urban 


city areas serve multiple counties: 


Atlanta Detroit Pittsburgh 
Baltimore Kansas City St. Louis 
Boston Los Angeles San Francisco 
Buffalo New York | Washington 
Denver Philadelphia 


In the San Francisco area, five public agencies have operating 
powers for mass transportation: The San Francisco Public Utilities Con- 
mission operates the San Francisco Municipal Railway (and has operating 
responsibility for all public utilities owned, leased, or used by the 
city and county of San Francisco, including airports, water supply, and 
light, heat,and power). The Alameda Contra-Costa Transit District and 
the Marin County Transit District are operational; Bay Area Rapid Tran- 
sit District facilities are under construction. The Golden Gate Bridge, 
Highway and Transportation District also operates transit in the San 
Francisco area, as well as bridges. and other facilities. 

Two other agencies have jurisdiction in the greater San Francisco 


area: the County of San Mateo Transit Development Board (successor to 


the West Bay Rapid Transit Authority) and the Metropolitan Transportation 


Commission (a new nine-county regional agency). 
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Table 20 (continued) 


AT sa Be 


PROJECT 


D. NEW CONSTRUCTION (RAILROAD) 


l. 


Center City Commuter Connection 
Center City Inter. Airport Line 
Newtown Branch Connection 

East Norriton Ext. 

PC~Reading Connection, Chestnut Hill 
Hatboro-Warminster Extension 
PC-Reading Manayunk Connection 
PC-Reading North Phila. Connection 
Civic Center Rail Station 


D. NEW CONSTRUCTION Subtotal 


E. RECONSTRUCTION AND RENOVATION (RAILROAD) 


a 
O6 
3. 


De 


Station & Parking Improv. I 
Station & Parking Improv. Ia 
Station & Parking Improv. II 
Operating Facilities Modern. I 
Operating Facilities Modern. II 


E. RECONSTRUCTION & RENOVATION Subtotal 


F. EQUIPMENT (RAILROAD) 


l. 
2s 
36 


Commuter Cars & Commun. Equip. 
Modif. to Existing Rail Cars 
Communication System 


F. EQUIPMENT Subtotal 


G. MISCELLANEOUS 


Parking, NE Extension 
Parking, Commuter Rail 
Parking, City 

Parking Subtotal 
Urban Corridor 


G. MISCELLANEOUS Subtotal 


GRAND TOTAL 


DVRPC Needs 
Recommendations study 

98,141 87,501 
17,445 16,000 
2,600 2,600 
1,200 1,200 
1,100 1,100 
1, 300 1,725 
1,400 - 

29 , 300 - 
1,500 - 
153,986 110,126 

2,000 
12,000 
9,000 57,456 
9,000 
15,000 
47,000 57,456 
78, 350 116, 330 
eg 250 - 
2,800 - 
82,400 116, 330 
12,760 - 
15,200 18,180 
152,560 152,560 
180 , 520 170,740 
30,534 30,534 
211,054 201, 274 
$1,038,531 $1,044,171 
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Source: 


Delaware Valley Regional Planning Commission, memorandum of 


August 9, 1971. 
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For the Pennsylvania portion of the DVRPC region, DVRPC presented 
a listing of projects totalling $1.044 billion, of which $1.039 billion 
was recommended by the DVRPC, for the period 1970-1900.* Included in 
the listing were: 


Catetory Number of Projects 
New construction (transit) 8 
Reconstruction and renovation (transit) 10 
Equipment (transit) it 
New construction (railroad) 9 
Reconstruction and renovation (railroad) 2) 
Equipment (railroad) A 3 
Miscellaneous 4 
as = 


Total Pennsylvania needs** for the period 1970-1990 were priced at 
$3.069 billion, as follows: 


(thousands ) 

Parking 2.6 6 6 6 eee ee ewe te we ee) 6) (283,540 
Bus Polling Stock «.a:% 4.6% 6 ws 2 mH 142,149 
Other bus related improvements ...... 16,002 
Railway (right-of-way improvements)... . 1,436,730 
Rail rolling stock. . ......s.ee sere 345,728 
Other rail related improvements ...... 844,636 
3,060, 795 


Excluding the railway right-of-way improvements brings the total 
down to $1.6 billion. 


* DVRPC memorandum of August 9, 1971, Figure 5. The figures. in- 
clude projects committed between 1970 and January 1, 1972 and therefore 
not included in the DVRPC Capital Program (e.g., the extension of the 
Broad Street Subway to Pattison). 


** Undated DVRFC document titled "Summary of Findings, Urban Pub- 
lic Transportation Needs Report, 1970-1990." 
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Future Development of SEFTA Capital Program 


In May 1971, SEPTA received a grant of one million dollars from the 
federal government for developing a master plan. SEFTA has since estab- 
lished a new Planning and Development Division.* The new division 
prepared an updated capital program for presentation to the SEPTA Board 
in May 1972. 


SEFTA's goal is to develop a workable high-speed transit complex from 
the existing system. The goal embraces the following: (1) crosstown 
high-speed rail service on the railroads' commuter service; (2) addi- 
tional high-speed rail service on existing railroad freight lines, using 
rapid transit passenger equipment; (3) high-speed busways; and (4) tran- 
sit control centers at major rapid transit interchanges. 


* The new unit was recommended by the rennsylvania Economy League 
in A New Department to Plan, Develop. and Market Public Transportation 
Services in the SEFTA Area, prepared for the Southeastern Pennsylvania 
Transportation Authority in October 1970, 
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Fare Structures 


Most cities have complicated fare structures. The major components 
are (1) base bare, (2) transfers, (3) zoned fares, (4) reduced fares for 
senior citizens, and (5) reduced fares for children and/or students. 

In addition, some cities have special fare arrangements such as weekly 
and/or monthly passes. 

Table 22 presents a simplified analysis of the major components of 
complex fare structures in the 30 survey cities. As such, it represents 
merely an overview of the farebox revenue picture. Notes on fare struc- 
tures for each city are set forth in Appendix A. 

A depth analysis of fare structures would develop relationships 
with such factors as number of revenue passengers, total revenue miles, 
average fare per revenue mile, and others. Such an analysis is beyond 


the scope of this study. 
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Table 22 


MASS TRANSPORTATION FARES IN 30 LARGEST CITIES IN THE U.S. (March 1972) 


Popu- Cash Base Reduced rates for 
Lation Base Charges for + 0 or. 
Rank (1970) City Fare Transfers Zones Transfer Citizens Students 
27 Atlanta $0.15 free | no $ 0.15 no yes 
T Baltimore 30 $ 0.05 yes 235 no (4a) yes 
16 Boston 225 no tr.(2) no 45 yes yes 
28 Buffalo 40 .05 yes HS: 2 yes yes 
2 Chicago 045 »10 yes “55 yes yes 
29 Cincinnati -50 10 yes .60 yes yes 
10 Cleveland oS 05 yes ~50 yes no 
21 Columbus 45 free yes A5 no yes 
8 Dallas -35 °° +.O5 ~~ yes 40 free(e) yes 
25 Denver »35 205 yes Te) yes yes 
5 Detroit .4o 05 no 45 yes yes 
6 Houston 45 - free yes 45 no yes 
11 Indianapolis 40 205 no od n.ae Dea. 
23 Jacksonville 30 no tr. yes 60 — no yes 
26 Kansas City, Mo. .O 205 yes 45 no no 
3 Los Angeles «30 005 yes $50 yes yes 
17 Memphis 235 205 yes 40 no yes 
12 Milwaukee 40 free yes 40 no yes 
30 Nashville 35 .05 yes 40 no -yes 
19 New Orleans 615(>) free no ~L5 no no 
a New York 235 no tr.(¢) no sO yes yes 
y PHILADELPHIA «35 .05 yes 40 yes yes 
20 Phoenix -35 205 yes Te) no yes 
ok Pittsburgh -40 10 yes 050 yes yes 
18 St. Louis oS 10: yes 55 no yes 
15 San Antonio 225 02 yes ef no yes 
14 San Diego 40 free yes 40 yes yes 
13 San Fran. 
Municipal Railway 
Alameda-CCTD 025 free yes 025 yes yes 
Bay Area RTD under construction 
Marin CTD 
(Golden Gate) .25 free yes 225 yes yes 
22 Seattle 625 no. tr. yes ~50 yes (f) yes 
9 Washington, D.C. .40 free yes 40 yes yes 


a’ 25¢ for rapid transit and 20¢ for local bus. 

b) 20¢ for express bus. 

c) Free transfer on some bus lires; two full fares on some bus transfers; two 
full fares for subway and bus. 

) Senior citizen fare 15¢ starting April 3, 1972. 

) During stated hours and days. 

) If low income. 
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Base fares. As shown in Table 22, nine of the 30 cities have cash 


base fares lower than the Fhiladelphia fare of 35¢. The cities are: 


Atlanta - 15¢ New Orleans - 15¢ 
Baltimore - 30¢ San Antonio - 25¢ 
Boston ~ 254 San Francisco - 25¢ 
Jacksonville - 30¢ Seattle - 25¢ 


Los Angeles - 30¢ 

of the nine cities, six (Atlanta, Baltimore, Boston, Los Angeles, 
San Francisco,and Seattle) have tax sources available to subsidize 
operations. (See discussion later regarding the tax sources used, or 
available, to help support public transportation. ) 

In Atlanta, the base fare was lowered on March 1, 19/e from Lod to 
15¢. In Boston, while the base fare is a5¢ rapid and 20¢ local, the 
charge for both is Lod, and many people ride both to reach their desti- 


nations. 


In New Orleans, the base fare of 15¢ is,in effect subsidized by 
gas and electric customers. 


Seven cities have a base fare of 35¢. The cities are: 


: Nashville 
Dallas | New York 
Denver Philadelphia 
Memphis Phoenix 
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It should be noted that while New York City has a base fare of 35¢, 
there are no transfers between subway and bus; passengers riding both 
pay two full fares. There are free transfers between some bus lines; on 
other routes, the transfer means paying two full fares. 

Fourteen cities have base fares higher than Philadelphia. The 


cities are: 
Buffalo - hod 


Chicago - isd Indianapolis - hod 
Cincinnati - 50¢ Kansas City* - hod 
Cleveland - k5¢ Milwaukee - Lod 
Columbus - 45¢ Pittsburgh - hod 
Detroit - 4o¢ St. Louis - 45d 


Houston ~- 45¢ San Diego - hod 
| Washington, D.C. - 40¢ 


Base fares in the 30 cities uniformly are in units of o¢. Apparently, 
fare increases of 1¢, 2¢, 3¢, or 4¢ have not been made in recent years. 

Transfer charges. Most cities charge for transfers. (Not all cities 
have facilities where transfer from one line or vehicle to another is 
necessary.) Transfers are free in Atlanta, Columbus, Houston, Milwaukee, 
New York (some bus lines), San Diego, San Francisco, and Washington. 
Transfer charges in other cities range from 2¢ (San Antonio) to 10¢ 
(several cities). | 

Base fare plus one transfer. In Philadelphia, many SEETA City Trans- 
it Division riders use base fare plus one transfer to sveiye at their 
destination; they pay a combined charge of 40¢. Often, these are bus-to- 
subway or trolley-to-subway/elevated transfers. Such transfers would 


cost two full fares in Boston (45¢) and in New York City (70¢). 


* Cutside of Kansas City, Mo., system base fare is 50¢. 
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Using base fare plus one transfer as the measure of what riders are 
paying in the survey cities, six cities are lower than Philadelphia for 


the combined base fare-transfer charge: 


Atlanta - 15¢ Mew Orleans - 15¢ 
Baltimore - 35¢ San Antonio - 27¢ 
Los Angeles - 35¢ San Francisco - 25¢ 


Eight cities rank with Philadelphia at the 40” rate: 


Nashville 
Dallas Phoenix 
Denver San Diego 
Memphis Washington 


Milwaukee . 
Fifteen cities charge a higher rate than Philadelphia: 


Boston (two fares) - 45¢ 


Buffalo ~ 45d Indianapolis - 5d 
Chicago - 55¢ Jacksonville (two fares) - 60¢ 
Cincinnati - 60¢ Kansas City* - kod 
Cleveland -~ 50¢ New York (two fares) - 70¢ 
Columbus - 45¢ Pittsburgh - 50¢ 
Detroit - 45d St. Louis - 55¢ 
Houston - 4o¢ Seattle (two fares) - 50¢ 


Zoned fares. Many areas charge zoned fares.** Zoned fares include: 


5¢ a zone Buffalo, Cincinnati, Dallas, Houston, Phoenix, 
San Antonio, San Francisco, Seattle 


8¢ a zone Los Angeles, 12 zones; zone fare decreases to 
T¢ a zone in zone 13 and thereafter 


10¢ a zone Baltimore, Cleveland, Pittsburgh, San Diego 
5-10-15¢ @ zone Washington, D.C. area (Maryland and Virginia) 


25¢ a zone San Francisco (Alameda-Contra Costa Transit 
District) 


% Outside of Kansas City, Mo., 50¢ base fare plus 5¢ transfer, 
total 55¢. 

x* A zoned fare is an incremental charge based upon miles traveled. 
Passengers traveling in the central or first zone pay the base fare; in 
the second zone, an added charge for the additional miles, etc. 


Various charges 

up to 20¢ maxi- 

mum for zone 

charge Nashville 


Various Chicago, Denver 


Various beyond 


city limits Detroit, Philadelphia 
Zoned fares 

mostly 

eliminated Milwaukee 


Reduced rates for senior citizens, students. Twelve cities do 


not have reduced fares for senior citizens. The cities are: 


Atlanta* Milwaukee (private) 
Columbus (private) Nashville (private) 
Houston: (private) New Orleans (private)* 
Jackscnville (private) Phoenix (private) 
Kansas City San Antonio 

Memphis St. Louis 


One city, Dallas, poets senior citizens to ride free from 9 to 
3 and after 6:30 p.m., as well as all day on holidays and weekends. 

Only three cities (Cleveland, Kansas City, New Orleans) do not 
have reduced rates for students. Some cities have two reduced fares: 
one for children under age 12 and a scmewhat higher fare for students 
over age 12. 

Other fare arrangements. Several fare arrangements in the survey 
cities seem noteworthy: 

‘As noted above, Dallas has free fares for senior citizens during 
off-peak hours, holidays, and weekends. 

Denver charges a base fare of 35¢ during peak hours and 25¢ off- 
peak. Ridership increased when the off-peak lower fare went into effect. 


* Regular fare is 15¢. 
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Base fares were reduced recently in Atlanta (from 40¢ to 15¢); 
(ridership figures are not yet available); they were reduced in Kansas 
City, Missouri (from a 50¢ systemwide charge to hod); ridership did not 
increase. 

Milwaukee, with a 40¢ base fare, offers a $4.00 family weekly pass, 
with unlimited riding for seven days. Any family member may use the 
pass. About 40 percent of riders buy the family pass. 

Seattle has a reduced fare for senior citizens if they are "lower 
income" ($2,000 per person or $3,000 per couple). 

The District of Columbia has no school bus system; the district 
provides busing for its students on private transit company lines. The 
student pays a fare of 10¢; the district makes up the difference between 


this and the full fare of 40¢. 
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_ State Authorization of Non-Froperty Taxes 
for Financing Public Transportation 


Among the 21 states covered in the Economy League survey, eight 
states have passed enabling legislation for special taxes (other than 
peepaeey taxes) for the support of public transportation, 

ite a eater passed enabling sales tax legislation in 1971 for the 
financing of local public mass transportation systems: 

| California authorized counties to raise their piggy-back sales tax 
rates from 1.0 to 1.25 percent, effective July 1, 1972. The additional 
0.25 percent is to be used to establish a transportation fund.* 

Georgia authorized local governments entering into a contract with 
the Atlanta Rapid Transit Authority to impose a 1.0 percent sales tax 
for 10 years and a tax of 0.5 percent thereafter, the tax to be col- 
lected by the state and to correspond to its sales tax. 

Missouri authorized Kansas City to impose a 0.5 percent sales tax 


for the support of a public mass transportation system. (The Kansas 


City tax was imposed on July 1, 1971.) One-third must be used for capi- 


tal purposes; two-thirds may be used for operating costs. 

Five states have passed legislation fcr taxes other than the gen- 
eral sales tax. They are: 

Maryland has one consolidated transportation fund for all modes of 
transportation. Moneys are paid into this "umbrella fund" from the 
following sources along with transit revenues: 

Gasoline tax of 9 cents’ a gallon 


* If the county utilizes this authorization, the state 4+ percent 
sales tax is correspondingly reduced. 
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Motor vehicle excise tax of 4 percent on any transfer 
Corporate income tax of 3/4 of one percent 
Motor vehicle registration fees 

Massachusetts levies a cigarette tax, of which 4 cents a pack is 
dedicated for mass transportation. 

Oregon gives metropolitan transit districts several tax options: 
(1) an employer's payroll tax, (2) property tax, (3) sales tax, (4) dis- 
trict income tax, (5) business license tax. (The Tri-County Metropolitan 
Transportation District is levying a 0.3 percent payroll tax.) 

New York State has enabling legislation permitting counties to levy 
a 1/4 of one percent additional mortgage recording tax, with funds to 
go for public transportation. (There is a $10,000 exemption for one- 
and two-family dwellings. ) 

Washington State levies a "motor vehicle excise" tax of 2 percent. 
Cities which operate their own transit receive half of the tax, or cne 
percent of the fair market value of each motor vehicle registered in tne 
area in which the transit company operates. The tax is collected by the 
county, turned over to the state, remitted to the cities. Seattle 
levies two additional taxes for transportation: a household tax of 50 
cents per month per household and an employers' payroll tax of 50 cents 


per employee per month. 


State Authorization of Property Taxes 


for Financing Public Transportation 


Five of the 21 states covered in the survey have enacted legislation 


permitting local governments to levy a property tax for public transpor- 


tation: 


California - for operating costs and debt service 


Colorado 


- for operating costs, debt service, capital costs 


Maryland - for debt service 


Minnesot 


Ohio 


a - for operating costs, debt service 


- for operating costs, debt service 


Taxes Levied for Transportation in Survey Cities 


Among the 30 


largest cities in the United States, taxes are levied 


for public transportation purposes in the following cities and areas: 


Atlanta 


Baltimore 


Boston 


Buffalo 


Denver 


Kansas City, 
Mo. | | 


New York 


San 
Francisco 


Seattle 


Sales tax 


1) Gasoline tax ) for all modes 
2) Motor vehicle excise tax ) of trans- 

3) Corporate income tax ) portation 

4) Motor vehicle registration fees) 


Part of cigarette tax is earmarked by state 
for transportation authority 


Mortgage recording tax 

1) Property tax for planning agency 

2) Property tax for debt service when voters 
approve financing of a new system 

3) Property tax for operation of new system 


Sales tax 


- Mortgage recording tax 


1) Property tax 
2) Sales tax 


1) Household tax for transit 


2) Employer tax 
3) Motor vehicle excise 
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Washington, 

D.C. area~ 

Montgomery 

County, 

Maryland Real estate property tax to provide debt 
service for financing Montgomery County por- 
tion of costs of Washington Metro 


Table 23 explains the tax levies in brief detail. Appendix B 
supplies additional details regarding the taxes and other data regard- 


ing finances for the survey cities with public transportation agencies. 


Ole 


Table 23 


TAXES LEVIED FOR TRANSPORTATION IN 30 METROPOLITAN AREAS IN THE U.S. (March 1972) 


City Agency Taxes Levied for Transportation _ 

Atlanta Metropolitan Atlanta Effective 4/1/72, sales tax on any items 
Rapid Transit sold in retail stores, 1% for first 10 
Authority years, 1/2 of 1% thereafter. Taxes col- 


lected by state, proceeds paid into 
special fund and credited to each local 
government according to point of sale. 
City of Atlanta and Fulton and DeKalb 


desig counties. 
Baitimore Maryland Department One consolidated transportation fund. 
of Transportation, Revenues from four tax sources (and 
Mass Transit transit revenues): 
Administration 1) gasoline tax of 9¢ a gallon 


2) motor vehicle registration fees 
3) motor vehicle excise tax'of 4% 

on any transfer. 

4) corporate income tax of 0.75%. 


Boston Massachusetts Bay 1) 79 cities and towns assessed on 
Transportation various formulas using commuter count, 
Authority boarding count, population (operating 
costs). 


2) hd per pack cigarette tax earmarked 
by state for authority (capital costs). 


Buffalo Niagara Frontier 1/4 of 1% on mortgages recorded. Col- 
Transportation lected by Niagara and Erie counties 
Authority ($10,000 exemption on residential 


mortgages; no exemption on commercial / 
industrial mortgages). 


Chicago Chicago Transit None. 
Authority 


Cincinnati Southwest Ohio None. 
Regional 
Transportation 
Authority 


Cleveland Cleveland Transit None, 
Board 


Columbus Central Ohio None. 


Transit 
Authority 


aOo 


Table 23 (continued) 


City Agency Taxes Levied for Transportation 
Dallas Dallas Transit Board None. 
Denver Regional (Planning agency with taxing power. 
Transportation Transit system is operated by the city). 
District Transportation district has authority 
1) To levy a property tax of 1/2 mill in 
seven counties. 
2) When voters approve financing of a new 
system, district can levy property tax 
for debt service on debt not to exceed 
4% of total assessed value of district. 
3) When district becomes operational, it 
may levy up to 2.5 mills for operations. 
Desroit Southeastern None. 
Michigan 
Transportation 
Authority 
Houston Houston Transit None. 
(private operator ) 
Indianapolis Indianapolis Transit None. 
(private operator) 
Jacksonville Jacksonville Trans- None. 


portation Authority 


Kansas City Kansas City Area 
Transportation 
Authority 


Los Angeles Southern California 
Rapid Transit Dis- 
trict 


Memphis Memphis Transit 
Authority 


Milwaukee Milwaukee & Suburban 


State of Missouri gave City of Kansas City 
the option to levy a 1/2 of 1% sales tax 
for transit. Tax is transmitted to the 
city, then to the authority. One-third 

of funds must be used for capital purposes; 
two-thirds are available for operations. 


Sales tax of 1/4 of 1%, effective 1/1/72. 


None. 


None. 


Transport Corporation 


(private operator ) 
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Table 23 (continued) 


City Agency Taxes Levied for Transportation 
Nashville Nashville Transit None. 

Company (private 

operator) 


New Orleans New Orleans Public 
Service (private 
operator) 


New York Metropolitan 
Transportation 
Authority 


Philadelphia Southeastern Penn- 
sylvania Transporta- 
tion Authority 


Phoenix Phoenix Transit 
(private operator) 


Pittsburgh Port Authority of 
Allegheny County 


St. Louis Bi-State Develop- 
ment Agency 


San Antonio San Antonio 
Transit 


Sana Diego San Diego Transit 
Corporation 


San Francisco* San Francisco 
Municipal Railway 
(operated by San 
Francisco Public 
Utilities Commission) 


None. 


Under a statewide statute, seven counties 
require the payment of a small additional 
mortgage recording tax. Proceeds are 
turned over to the MTA. Charge is 1/4 of 
1% tax on mortgage over $10,000. 

(See Buffalo. ) 


None, 
None. 
None. 
None. 
None. 


1) After referendum, property tax for 

transit of not more than 10¢ per $100 

of assessed value, levied by the city. 
2) Sales tax. Effective 7/1/72, coun- 
ties may levy 1/4 of 1%. 


* Effective 7/1/72, each county in California may levy 1/4 of 1% seles tax, 
for transportation purposes; state sales tax to be reduced correspondingly. 
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Table 23 (continued) 


City Agency Taxes Levied for Transportation 

San Francisco* Alameda-Contra 1) Unlimited property tax within transit 

(continued) Costa, Transit district. Currently assessing 31.1 
District cents per $100 for operating purposes. 
Bay Area Rapid 1) Levying property taxes as follows: 
Transit District Alameda, 62.5¢3; Contra Costa, 65.7¢3 


Seattle 


Washington, 
D.C, 


San Francisco county, 70.4¢, per $100. 
2) Sales tax of 1/2 of 1%. 


Marin County Transit 5¢ per $100 property tax. 

District 

Seattle Department 1) Household tax of 50¢ per month per 
of Transportation household. 


2) Employer tax of 50¢ per employee 

per month. 

3) 1% motor vehicle excise tax. (State 
tax is 2% on value of vehicle; half goes 
to city; must be matched by city. 
Seattle uses 1) and 2) above as match- 
ing money. 


Washington Metro Area Montgomery County, Md., 7.5¢ real estate 
Transportation property tax for debt service. 
Authority 


% Effective 7/1/72, each county in California may levy a 1/4 of 1% sales tax, 
for transportation purposes; state sales tax to be reduced correspondingly. 
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VI. CONCLUSIONS AND RECOMMENDATIONS 
CONCLUSIONS 


The Pennsylvania Economy League, Eastern Division, has reached 
the following conclusions relating to mass transportation in the 
Southeastern Pennsylvania Transportation Authority (SEPTA) service 


area; 


“~ 


Mass transportation is essential. 


* Mass transportation management should continue on an area- 
wide basis. 


* A rigid formula as to what extent the fare box shall cover 
all or part of costs of the transportation system is likely 
to be self-defeating. 


* Realistic fiscal planning for SEPTA depends upon predict- 
able support from the state and federal treasuries. 


* A comprehensive revision of SEPTA financing is now needed. 


Mass Transportation is Essential 

Two decades ago, some believed that the time would come when 
mass transportation could be phased out in most of urban America, 
leaving to private automobiles the task of moving people. The 
country was experiencing a massive expansion of the public road 
system, with emphasis upon freeways. There was no widespread rec- 
ognition of the impact of freeway systems upon the economic and 
social organization of metropolitan communities (such as Los Angeles). 

Today, the large cities in the U.S., as well as many smaller 
cities, recognize the need for maintenance of a viable mass trans- 


portation system as vital to the economic and social well-being of 


Ot 


the community. To reach this goal, more ard more regions each year 
are establishing public transportation bodies on an areawide basis. 


(See Chapter V, particularly Table 21.) 


Mass Transportation Management Should Continue on an Areawide Basis 

Given the political organization of the SEPTA service area, it 
is not rational to expect that the traditional units of local govern- 
ment--cities, boroughs, townships, counties--can individually cope 
with the manifold problems involved in public mass transportation. 
Nor can the job be done in the long run by multiple governmental 
units acting independently. 

Recognition of these problems led to the creation of SEPTA and 
to vesting it with responsibility for areawide management of mass 
transportation in the five counties of Southeastern Pennsylvania. 
This areawide management should be continued. (It is beyond the 
scope of this study to examine the pros and cons of the various prc- 
posals that have been made for the development of a comprehensive 
transportation organization for the larger Delaware Valley Region.) 
A Rigid Formula as to the Extent the Fare Box Shall Cover 
All or Part of Costs of the System is Likely to be Self-Defeating 

At various times in Southeastern Pennsylvania (and in other 
major metropolitan regions), some have sought to establish a princi- 
ple that operating costs should be paid from operatirg revenues, anc 
that only capital costs should be paid wholly or partly from other 


sources, e€.g., grants from a general government. 
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Such a prescription is simplistic. [It is self-defeating in that 
it focuses on the financing rather than on the purposes of mass trans- 
portation. To continue to do so results in warped judgments as to the 
priorities in the development, operation, and maintenance of the sys- 
tem. It hinges the fate of the transportation system on the fare box 
rather than on the needs of the community for public transportation. 
Throughout the U.S. there is an increasing recognition that, in seeking 
rational use of the mass transportation system, no hard and fast lines 
can be drawn between methods of financing operating expense and fi- 
nancing capital expense. 

Realistic Fiscal Planning for SEPTA Depends Upon Predictable 
Support from the State and Federal Treasuries 

Unfortunately, the commitments that may be forthcoming from ex- 
isting state and federal assistance programs have not been defined. 

SEPTA and others are attempting to get the Commonwealth of Penn- 
Sylvania to define its role in public transportation in terms that 
will give local governments the confidence to plan with a high degree 
of certainty. 

Numerous local governments, state governments, and organizations 
are attempting to secure similar action from the Congress in order 
that a well-defined authorization and appropriation power can be 
secured. 

In any event, SEPTA will need to rely heavily on federal and 


state assistance as basic components of an adequate revenue system. 
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A Comprehensive Revision of SEPTA Financing is Now Needed 

The region needs a comprehensive revision of the financing of 
SEPTA. The sooner this is done, the greater the ultimate public 
benefit. 

SEPTA projections show that it is underfinanced. (See Chapters 
III and IV.) In any event, a — revenue system needs to be devised 
and implemented to give SEPTA sufficient fiscal strength to: 


1. Buy out the interests of the City of Philadelphia and 
Delaware. County in mass transportation. 


2. Embark upon a major program of improvements. 


3. Meet operating expenses without undue pressure upon 
the fare box. 


4. Stabilize, perhaps reduce, fares. 
5. Develop a comprehensive and integrated fare structure. 
Each of these components is discussed immediately below. 


1. Buy Out the Interests of the City of Philadelphia 
and Delaware County in Mass Transportation 


At present the City of Philadelphia (and, to a lesser extent, 
Delaware County) has a substantial investment in transportation fa- 
cilities. The current arrangements were the best attainable at the 
time they were made; however, the need for genuine regionalization 
of the service is painfully apparent. 

It will not be feasible to develop and carry into execution a 
rational regional transportation policy until and unless SEPTA is 
in full control of the operation--relieved of all of the contractual 
obligations and mixed ownership ana responsibility for development 


that characterize the present situation. 
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Without such full control of the area's transportation facili- 
ties, SEPTA will find it difficult, if not impossible, to achieve the 
objectives assigned to it by the citizens of the area, as set forth 
in the legislation creating SEPTA. 

2. Embark Upon a Major Program of Improvements 

SEPTA should be given the means to embark upon a major program 
of renovation of existing facilities and the building of new facili- 
ties where studies show a reasonable cost-benefit relationship. This 
capital renovation and capital acquisition program must involve par- 
ticipation by the state and federal governments. To the extent that 
part of these costs must be paid locally, SEPTA must be able, from 
its own direct resources, to meet the local share of all these pro- 
grams--without being dependent upon voluntary contributions. 

Unfortunately, there does not appear to be any basic community 
commitment at this time to a capital improvements program covering 
the next 25 to 30 years. There have been a number of plans advanced 
for capital outlays for transportation in the five-county region. 
One or more of these may be adequate. Or, some combination may be 
adequate. But the plans that have been advanced have failed to take 
a genuinely realistic view of what needs to be done and when it is 
to be accomplished. 


3. Meet Operating Expenses Without Undue 
Pressure upon the Fare Box 


SEPTA should be given sufficient strength to meet operating ex- 


penses without undue pressure upon the fare box. There can be no 


Spice 


doubt that fare increases adversely affect lower-income and other 
groups dependent on use of public transportation facilities. Also, 
there can be no doubt that rises in fares discourage use of trans- 
portation facilities. SEPTA will not prosper, and the region will 
not get the mass transportation that only a prosperous SEPTA could 
supply, until the regional community decides that resources other 
than fare box receipts will be made available to SEPTA. 

In many of the cities surveyed by the Pennsylvania Economy 
League, the trend is toward a policy of maximizing public transpor- 
tation by providing sources other than the fare box for operating 
costs... 

4, Stabilize, Perhaps Reduce, Fares 

The only way that the fare box can support the full cost of a 
transportation system is ultimately to raise the fares and reduce 
patronage. But, throughout the U.S., the policy adopted by the vari- 
ous transportation agencies (including SEPTA) is to avoid raising 
fares as much as possible and instead seek to stabilize the fare 
structure and turn to other sources of revenue to meet the differen- 
tial. This reflects the philosophy that a stable fare, perhaps even 
a reduced fare, is essential for optimum use of mass transportation. 


To do otherwise only acts to inhibit the development of the public 


transportation which is so essential to the economic and social well-. 


being of the community. 
Of prime importance is the need for Southeastern Pennsylvania 


to join communities elsewhere in the U.S. in viewing the public 
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transportation system as a key factor in efficient operation of the 
region, in both economic and social terms. 


5. Develop a Comprehensive and 
Integrated Fare Structure 


The present fare structure of SEPTA was inherited from the for- 
mer PTC (now City Transit Division of SEPTA) and Red Arrow (now Red 
Arrow Division of SEPTA) operations. Because of its financial 
plight, SEPTA has been unable to integrate 8 rationalize the 
two fare structures. Thus, a passenger traveling from Delaware 
County to center city Philadelphia pays two separate fares to two 
separate transportation systems. Furthermore, no attempts have been 
made to establish a comprehensive fare plan for transfer from a 
commuter train to a bus or subway-elevated line. 

SEPTA anoula have sufficient fiscal strength to develop a com- 
prehensive and integrated fare structure which will encourage 


ridership. 
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RECOMMENDATIONS 


Projections by SEPTA show huge gaps between any reasonable forecast 
(1) of SEPTA's revenue needs for operating and capital purposes, and (2) 


of SEPTA's revenue receipts from existing sources. 


A Realistic, Comprehensive Capital Improvements Plan and Program 


Unfortunately, as noted above, there is no basic community commit- 
ment to a capital improvements program for the next 25 to 30 years. This. 
erucial inadequacy weakens any attempt to forecast future capital require- 


ments. 


RECOMMENDATION NO. 1: A realistic and genuinely comprehensive 
plan and program for improvement of mass transportation in 
Southeastern Pennsylvania should be developed. 


The Pennsylvania Economy League believes that it is the responsibility 
of SEPTA, in cooperation with the Delaware Valley Regional Planning Com- 
mission and the Commonwealth of Pennsylvania, to develop a plan and pzo- 
gram for improvement of mass transportation in Southeastern Pennsylvania. 

Moreover, it is the responsibility of SEPTA to attempt to secure po- 
litical and community commitment to a realistic, genuinely comprehensive 
vlan. This is not to imply that the plan should be stagnant; however, it 
must have a much higher degree of stability and realism than most of those 
which have been advanced by various agencies in recent years. 

The plan should be accompanied by a well developed program for its 
execution. The program should set forth target dates for accomplishment 
of specific elements of the plan in order that there may be a systematic 


progress in pursuit of defined objectives and related community satisfuction 
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arising from tangible achievements. The plan should also specify the finan- 


cing for each project or group of projects. 


An essential element of the plan, and one which is a basic prerequisite 


for execution of a comprehensive program, involves vesting in SEPTA adequate 


title to regional transportation facilities. 


RECOMMENDATION NO. 2: SEPTA should have sufficient financial 
resources to enable it to: 


Ae 
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Purchase all of the interests of the City of Philadelphia 
in the mass transportation system. 
Refund, at the appropriate time, the lease-back bonds 


issued under warranties by the FAK of Philadelphia and 
Delaware County. 


Make suitable arrangements with the railroads for pur- 


chase of commuter railroad facilities, with due regard 
for the railroads' freight and inter-regional passenger 


responsibilities. 


More Certainty in State and Federal Support 


Sound fiscal planning by SEPTA requires a reasonable measure of pre- 


dictable state and federal financial support. 


RECOMMENDATION NO. 3: The Pennsylvania State Legislature and 
the U.S. Congress should adopt transportation assistance pro- 
grams which will provide SEPTA, and other transportation 


organizations, with a reasonably firm basis for accurately 
anticipating the timing and amounts of such assistance. 


it is hoped that this can be accomplished short of resort to the 


! & 
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fund" concept which reduces the responsibility of legislative bodies for 


periodic re-examination of prior decisions. If other approaches fail, how- 


ever, perhaps the trust fund concept will be necessary. 
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Another key element in SEPTA's fiscal structure is, of course, the 
fare box. But, for reasons noted earlier, the Pennsylvania Economy League 
believes that SEPTA should be given sufficient fiscal strength to meet 


operating and other expenses without undue pressure upon the fare box. 
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Moreover, a gradual reduction in fare would be in order where 
such reduction is likely to encourage increases in ridership. 


Within the above framework, the City Tiansit, Red Arrow, and Rail 
Division fare structures should be revised and integrated, with provi- 


sion for zone charges. 


Meeting the Local Matching Requirement 

SEPTA has estimated that its total deficit will be no less than 
$51.7 million for 1972, increasing to as much as $97.6 million for 1977. 
Allowing for veduented state subsidies, the local matching requirements 
would be $17.2 million for 1972, rising to $32.6 million for 1977. 

(See Table 14, Chapter III.) 

It is beyond the scope of this report, and beyond the traditional 
role of the Pennsylvania Economy League, to recommend specific local. rev- 
enues which should be used to close the fiscal gap. The general (but not 
mutually exclusive) approaches, however, can be examined. They are essen- 
tially three: (1) apportioning the deficit among local at nents: (2) 
authorizing SEPTA to levy taxes; and (3) providing SEPTA with the proceeds 
of a special tax levied in the SEPTA service area by the State General 


Assembly for transit purposes. Each of these is discussed briefly below. 
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Apportioning the Deficit Among Local Governments 

A number of metropolitan transportation systems have relied partly or 
wholly upon local governments to finance operating deficits. Any deficit- 
apportionment arrangement in this region would need to apply only to the 
City of Philadelphia and to the four neighboring counties. Attempts at 
allocation among the 238 municipalities in the region would hardly be work- 
able. 

Arguments For Deficit Apportionment. This approach offers a feasible 
alternative, if the mechanics are carefully designed and spelled out in law, 
and if the methods of enforcement are readily at hand. 

Deficit apportionment has the advantage of avoiding the agonizing pro- 
cess of determining which tax source or sources should be granted to SEFTA. 
Each of the five major units of government (Philadelphia and the four coun- 
ties) could meet its obligations to SEPTA from whatever existing or new 
sources each of them chose. Each presumably would rely on the source or 
sources which would have the least adverse impact on its economy and its 
taxpayers. 

This method also has the advantage, from SEPTA's viewpoint, of shifting 
the burden to the five major governments and thereby shielding SEPTA from | 
the image it would project if it were to receive, and exercise, direct 
taxing power. 

Arguments Against Deficit Apportionment. A major disadvantage of the 
deficit apportionment approach is that, for lack of a secure taxing power, 
SEPTA would probably be unable to command a reasonable price for its securi-~ 


vLles in the marketplace, 


SO75 


Another disadvantage of deficit apportionment relates to its chances 
for adoption as compared with granting of taxing powers. No one really 
wants to pick up the other fellow's deficits. It runs counter to the’ pre- 
vailing ideas among many political leaders on how best to gain the support 
of the voters, or how least to antagonize them. In other words, deficit 
apportionment may be a great idea but nevertheless worthless if there is 
a roadblock against its enactment. 

% % % 

Cities and metropolitan areas use, or are allocated the proceeds of, 
various tax sources to support public transportation, as shown in Chapter V, 
varticularly in Table 23. In Appendix D, the Pennsylvania Economy League 
presents its estimates of the yield of certain of these taxes if they were 
jevied 4h this region. Also, at the request of SEPTA, Appendix D shows 


Economy League estimates of the yield of other taxes listed by SEPTA. 


Authorization to Levy Taxes 
The arguments for and against giving SEPTA the power itself to levy 


taxes are summarized briefly below. 

Arguments For Tax Authorization. The major advantage of granting SEPTA 
a direct source, or sources, of taxation would be its impact on the bond 
market. Armed with such power, SEPTA could expect to command a positive 
response to its credit needs. 

The direct grant of taxing power would also free the City of Phila- 
delphia and the four neighboring counties from the grief entailed in exact- 
ing revenues from their taxpayers, for transmittal to SEPTA. Moreover, a 


uniform tax upon the taxpayers of the area would probably be less harmful 
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to the area's economy than would the variety of taxes that might be levied 
by the five governments acting independently. 

Finally, political leaders would be more likely to support direct tax- 
ing power for SEPTA than deficit sharing by local governments. 

Arguments Against Tax Authorization. SEPTA is now making a strenuous 
effort to build up a customer-oriented image as a progressive system which 
seeks to anticipate and meet the needs of the citizens. SEPTA endeavors 
along these lines would to some extent be undermined if it were a tax-levy-~ 
ing body. 

The authorization of tax-levying power to a special-purpose agency 
such as SEPTA might carry with it either inadequate control or excessive 
control by the state or local governments, or by both. 

This authorization would deny each of the counties the right to deter-~ 
mine individually what tax sources it wished to devote, in whole or in part, 
to public transportation. Moreover, the establishment of a uniform area- 
wide tax rate might be unfair to one or more of the local areas in relation 


to services received or impact of the tax upon the local economy. 


Allocation of Special State Tax 

The following are the principal aveunents for and against having the 
state government levy a special tax in the SEPTA service area for transit 
purposes and then allocate the proceeds to SEPTA, 

Arguments For Special State Tax. The arguments cited above in favor 
of giving SEPTA direct taxing power also apply with respect to enacting 


special state taxation. In addition, it would avoid placing upon SEPTA the 
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onus for levying its own taxes, and it would help to focus the attention of 
the state government on transit problems and their impact on the state's 
economic and social well~being. 

Another favorable argument is that it would give public transportation 
a status similar to that enjoyed by highways as a function meriting state 
support on a regularized rather than a "contribution" basis. Thereby, 
transit passengers would be accorded the recognition that is said to be 
long overdue. 

Arguments Against Special State Tax. Some of the arguments against 
giving SEPTA direct taxing power also apply with respect to levying a spe- 
cial state tax: The tax levy might carry either inadequate or excessive 
control by the state government ; would deny each county the right to deter- 


mine which tax sources it wished to devote to public transportation; might 


be unfair to one or more of the local areas in relation to services received 


or impact of the tax upon its local economy. Moreover, bargaining for a 
special state tax might involve considerations far removed from matters of 
‘transit policy. 

Also, it could be argued that specially dedicated taxes are undesir- 
able because they tend to resist tie wavietee (or elimination) that overall 


public policy might later require. 
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Atlanta: 


Baltimore: 


Boston: 


Buffalo: 


Chicago: 


Cincinnati: 


Cleveland: 


Columbus: 


Dallas: 


Appendix A 


NOTES ON FARES IN 30 SURVEY CITIES (March 1972) 


The fare went down on March 1, 1972 from a base fare of 
ho¢g plus 5¢ for transfers to 15¢ with free transfers in 
Fulton and DeKalb counties. Fare remains at 40¢ in the 
counties which voted against joining the taxing district. 
Free transfers in tax district; 5¢ in other counties. No 
zoned fares. Reduced fares for students. No reduction 
for senior citizens. 


Cash fare of 30¢ and express bus fare of 35¢. Transfers 
are 5¢; zone fares are 10¢ per zone. Senior citizen fare 
15¢ starting April 3, 1972, through use of special tokers. 


Subway fare is 25¢ rapid and 20¢ local, or 45¢ total. 
Many persons use both. Senior citizens are charged half 
fare, and students pay 10¢. 


Charges a fare of hod plus 5¢ per suburban zone up to a 
maximum of $1.20. Transfers are 5¢. Reduced fare for 
students. Senior citizens fare initiated in May, 1972. 


Base fare is 45¢. Transfer 10¢. Various zoned fares. 
Also has shuttle bus fares, express service fares; and a 
maximum fare of 65¢ on the Skokie Swift line. Reduced 
fares for senior citizens and students. 


Cash fare 50¢; tokens at 45d, Transfers are 10¢ and zone 
charges are 5¢ for each four miles. Reduced rates for 
senior citizens and students. 


Base fare is 45¢. Express charge is 50¢. Transfers are 

5¢. Longest line has five zones with a charge of 10¢ per 
zone. Reduced rates for senior citizens; no reduction for 
students. (Ticket discount on base fare stopped April, 1972.) 


Lod cash fare; no charge for transfers. Zoned fares iz:ito 
suburbs to maximum of 15¢ additional. Children half fare; 
no reduction for senior citizens. 


Base fare of 35¢ plus a zone charge of 5¢ per zone for 
five zones, about three miles apart. Maximum fare 60¢. 
Transfers are 5¢. Free fares for senior citizens from 
9:00 a.m. to 3:00 p.m. and after 6:30 p.m., on weekends 
and holidays. Reduced fares for students. 
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Denver: 


Detroit: 


Houston: 


Indianapolis: 


Jacksonville: 


Kansas Citys 


Los Angeles; 


Memphis: 


Milwaukee: 


Nashville: 


Base fare 35¢ during peak hours and 25¢ off peak. Trans- 
fers at 5¢ and zoned fares. Reduced fares for senior 
citizens and students. 


Detroit Street Railways charges 4o¢ base fare, 45¢ express 
fare, 5¢ for transfers, zoned fares beyond city limits. 
Reduced rates for senior citizens and students. Southeast- 
ern Michigan Transportation Authority (Lake Shore Divisiou: 
charges fares ranging from 45¢ to 75¢. 


Base fare of 45¢ plus 5¢ per zone in four-five zones, each 
about 2-1/2 miles apart. Maximum fare: 65¢ to 70¢. ‘Trans- 
fers free. No reduced fares for senior citizens. Reduced 
charge for students. 


Base fare of 40¢; 5¢ for transfer, no zone charges. 


Base fare 30¢ plus 5¢ per zone, maximum 40¢. No transfers. 
No reduction for senior citizens. Reduced charge for 


students. 


(Bistate public system) Base fare in Kansas City, Mo. is 
lod. Base fare outside Kansas City, Mo. is 50¢. Formerly 
was 50¢ systemwide. Transfers 5¢. Zoned fares. No reduc- 
tion for senior citizens, for students. 


30¢ base fare plus 5¢ transfer plus 6¢ a zone, decreasing 
to 7¢ a zone. There are a total of twelve 8¢ zones. Re- 
duced fares for senior citizens, students, the blind. 


Base fare 35¢ within city limits; 5¢ for first transfer; 
additional transfers free. Zones beyond the city limits. 
Various fares to maximum of 80¢, No reduction for senior 
citizens. Reduced charge for students. 


Base fare hog, Transfers are free; zoned fares have mostly 
been eliminated. Has a $4.00 family weekly pass, with un- 

limited riding for seven days. Any family member may use. 

About 50 percent of riders buy the family weekly pass. No 

reduced fare for senior citizens; reduction for students. 


Base fare 35¢ plus 5¢ for first transfer; additional trans- 
fers free. Zoned fares up to a maximum of 55¢. Tickets 
sold at 40 for $13.00 (cash equivalent of single ticket is 
32.5¢). No reduction for senior citizens; reduced fare 
for students. 
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New Orleans: 


New York: 


Philadelphia: 


Phoenix: 


Pittsburgh: 


St. Louis: 


San Antonio: 


San Diego: 


San Francisco: 


Seattle; 


Base fare 15¢ plus 5¢ additional on four express lines. 
Transfers are free: no zoned fares. No reduction for 
senior citizens or students. 


Base fare 35¢; no transfers between bus and subway; trans- 
fers between buses either free or two full fares, depending 
on historic patterns going back to acquisition of various 
lines. No zone charges. Reduced rates for senior citizens 
and students. 


Base fare 35¢; transfers are 5¢ each. Some zoned fares 
beyond city limits. Riding of both City Transit and Red 
Arrow Division lines generally requires two full fares. 
Riding of commuter railroad lines on zone fare basis. 
Reduced rates for senior citizens and students. 


Base fare 35¢ plus ¢ for each additional zone: four zones 
in Phoenix. ‘Transfers 5¢. No reduced rate for senior 
citizens; reduced charge for students. 


Base fare 40¢, transfers 10¢. Zoned fares 10¢ per zone, 
maximum fare generally $1.30.Reduced rates for senior citi- 
zens and students. 


Base fare 45¢, 10¢ for first transfer; additional transfers 
free. Zone charges of 10¢ a zone up to six zones. No re- 
duced rate for senior citizens. Reduced charge for students. 


Base fare 25¢ plus od for each transfer. Zone charge of 
5¢ a zone; maximum charge 40¢. No reduction for senior 
citizens; 10¢ fares for students. 


Base fare 40¢ for first two zones; 10¢ per zone thereafter. 
Transfers free. Reductions for senior citizens and students. 


Alameda-Contra Costa Transit District: 25¢ base fare: 
transfers free: zoned fares. Reduced fares for senior 
citizens and students. 


Marin County Transit District: Base fare 25¢; transfers 
free; 25¢ a zone to maximum of $1.50. Reduced fares for 
senior citizens and students. 


Base fare of 25¢; no transfers; zoned fare of 5¢ a zone; 
maximum fare is 45¢. Reduced fare for senior citizens if 
lower income ($2,000 for single person; $3,000 for couple). 
Reduced fare for students. 
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Washington: hod base in Washington, D.C. Free transfers within D.C. 

) Zone system in Maryland and Virginia. Within Maryland: 
od for first two zones, 15¢ for third zone plus 5¢ for 
each succeeding zone, Between D.C. and one zone in 
Maryland: 55¢ plus 10¢ each for second and third zones 
and 5¢ each for all succeeding zones. Within Virginia: 
Lod for first zone plus 10¢ or 15¢ for each succeeding 
zone. Between D.C. and one zone in Virginia: 50¢ plus 
10¢ ‘or 15¢ for each succeeding zone. Senior citizen 
fares reduced by 15¢ in D.C. and Maryland. In the Dis- 
trict of Columbia students pay 10¢. District of Columbia 
makes up difference between 10¢ and full D.C. fare. 
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Appendix B 


HOW PUBLIC AGENCIES FINANCE TRANSPORTATION IN SURVEY CITIES (MARCH 1972) 


Of the 30 largest cities in the U.S., 24 cities have public trans- 
portation agencies. Six cities (Houston, Indianapolis, Milwaukee, 
Nashville, New Orleans, Phoenix) have private systems. 

Summaries for 20 of the 2k public systems are presented here. 
These summaries include cities where the public authority or district 
is operating facilities or where the public system is not yet opera- 
tional (e.g., San Francisco Bay Area Rapid Transit District) but fi- 
nancing plans are going forward. As for the remaining four cities, the 
Philadelphia system (SEPTA) is described in Chapters III and IV of this 
report; no description is included for the other three cities 
(Cincinnati, Columbus, Jacksonville) where the public authority is not 
operating transportation facilities and funding arrangements have not 


yet been completed. 
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ATLANTA 
Metropolitan Atlanta Rapid Transit Authority 


Taxing power. Fulton and DeKalb counties will levy a retail sales 
tax of 1 percent for 10 years, and 1/2 percent thereafter. Tax became 
effective April 1, 1972; taxes are administered and collected by the 
' state revenue commissioner; proceeds are paid into a special fund and 
credited to each local government according to the point of sale. 

Operating costs. Levy of the tax permitted lowering the base fare 
on March 1, 1972 from 40¢ to 15¢. ‘The tax is expected to make up the 
difference. Tax will also be used as matching money for capital grants. 

Debt service. Tax levy will help defray debt service costs. 

Capital costs. The Authority has been granted $30 million by the 
Urban Mass Transportation Administration (UMTA) as’ two-thirds of a $45 
million short-range program covering purchase of the transit company 
and increased services. This is part of the $1.3 billion bus and rail 
rapid transit program, of which Atlanta expects ultimately to receive 
two-thirds from the federal government. 

Initial 15-year financing plan estimates. The Authority estimated 
its future income and expenses as follows (in millions of dollars): 


Total funds required Sources 
Federal grants Sales tax Fares 


Capital investment $1, 321.0 $880 .6 $UH0 .4 - 
Operating expenses 74.2.0 = hih.g $327.1 
Interest 104.2 - 104.2 - 
Bonds outstanding* (151) (15.1) 


$2,152. $000 .6 $oue.b = $387.1 


*Projections indicate retirement of this indebtedness prior 


to. 1900. 
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ATLANTA (continued) 


Summary of local fund application. The Authority estimated that 


Sales tax income 
Fare income 


Total revenue 
Operating expenses 
Interest 


Capital investment 


Total outlay 


End of period - bonds outstanding . 
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‘local funds would be applied as follows (in millions of dollars): 


gob .k 
32( +1 


Le (ies 


74.2.0 
6] ie, 
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$1, 286 .6 
(15.1) 


BALTIMORE 
Maryland Department of Transportation, Mass Transit Administration 


Taxing power. In the new Maryland department, revenue from all 
modes of transportation is being pooled into one consolidated transpor- 
tation fund. Moneys are paid into the fund from the following sources: 

1) gasoline tax of 9 cents a gallon | 

2) motor vehicle excise tax of 4 percent on any transfer 

3) corporate income tax of 3/4 of one percent 

4) motor vehicle registration fees 

5) transit revenues 

Operating costs. Met out of revenue from the fare box, but any defi- 
cits may be met from the consolidated fund. 

Debt service. Department has no transit bonds outstanding, no debt 
service, 

Capital costs. The department has received a grant of $30 
million for mass transit, to be financed on a 2/3 federal, 1/3 local 
basis. Maryland is seeking federal assistance of $437.3 million, or 2/3 
of the estimated $656 million cost of Phase I of the proposed Baltimore 
Region Rapid Transit System. The Maryland legislature was asked in 1972 
to provide local funding, by increasing the gasoline tax from 7 cents to 
9 cents a gallon to strengthen and amplify the funding ability of the 
consolidated transportation fund. Legislation was approved, effective 
July 1, 1972. 

Predecessor agency. The Metropolitan Transit Authority was created 
by the General Assembly of Maryland as of June 1, 1969. The Authority 


was to plan, develop, finance, construct, and operate the transit facili- 


ties in the Metropolitan Transit District of Baltimore. 
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BALTIMORE (Continued) 


The U.S. Department of Transportation in 1970 approved a mass transit 
capital improvement grant for the initial phases of the transit program 
in Baltimore, Funds were to be available up to $14.9 million in fiscal 
1971, and the balance of $5.0 million upon completion of the planning 
requirements, if within three years. 

The State of Maryland authorized the issuance of state debt obliga- 
tions to supplement the federal funds and to provide a grant of $10 million 
and a loan of $5 million to the Authority. The proceeds of the grant and 
loan were to be reduced in proportion to the costs of issuing the state 
debt. The loan was to be repaid by the Authority from the federal grant 
mentioned above. 

The federal and state funds were to be used for the purchase of 
properties of the Baltimore Transit Company and for the acquisition of 
370 new buses and other transit facilities. The Authority acquired the 
properties of the Baltimore Transit Company in April 1970. 

The Authority has been succeeded by the Maryland Department of 


Transportation, Mass Transit Administration. 
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BOSTON 
Massachusetts Bay Transportation Authority 


Taxing power. A portion of the state cigarette tax is earmarked for 
transportation. | . 

Operating costs. Massachusetts reimburses the Authority for the net 
cost of service; the amounts reimbursed by the State to the Authority are 


then assessed to the cities and towns on various formulas. 


Contract assistance. The State Tax on Cigarettes is 16¢ per package 


of 20 cigarettes of which Ld is set aside for the purpose of providing 

aid to transportation in the Commonwealth. | 
Contraet assistance (State Aid). The following are paid from the 

Cigarette Tax Fund: | 


1. $3,000,000 annually for debt service charges upon certain 
obligations of the Metropolitan Transit Authority assumed. 
by.the Massachusetts Bay Transportation Authority. 


2. Reimbursement for fuel taxes. 


3. 90% of yearly agreements with railroads (Penn Central and 
the Boston & Maine) to provide for the continuation of 
commuter railroad service to and from Boston. 


hk, Debt service on bonds. 


Prior to January 1, 1971: 


@. The annual debt on 90% of the bonds issued for 
acquisition and construction of facilities and 
equipment for express service. 


b. The annual debt service on 50% of the bonds issued 
for the design and acquisition for its own use or 
for lease of facilities and equipment for local 
service and the granting of relief to private com- 
panies injured by competition of the Authority. 
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BOSTON (Continued) 


4, Debt service on bonds - (continued) 


After January 1, 1971: 


a. The annual debt on 90% of bonds to acquire, plan, 
design, construct, reconstruct, alter, recondition, 
and improve mass transportation facilities and 
equipment for Express and Local service, to provide 
relief to any private company injured by competi- 
tion of the Authority and to pay any other capital 
costs. 

NOTE: The portion of the net cost of service not to 

be so assessed, called Contract Assistance, is 
limited to $257,000,000 of bonds outstanding 
at any time. 

5. Pupils' reimbursements - paid direct to cities and towns 

for school transportation costs on public transportation 
facilities, 

Debt Service. See Contract assistance, Authority's share paid out 
of cost of service. 

Net Cost of Service (1/1/71 through 12/31/71). Total income for the 
period was $59.5 million. Total expenses were $138.4 million. This 
total includes various fixed charges and the sum of $93.0 million for 
wages and fringe benefits (6,558 employees as of November 1, 1971). The 
difference between total income and total expenses is $78.9 million and 
represents the cost of service in excess of income for the 1971 fiscal 
year o 

This figure, less state financial contract assistance of 17,5 mile 


lion, fuel tax reimbursement of $351,000, reimbursement from outside com- 


munities of $257,000, and an unreimbursed deficit relating to depreciation 
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BOSTON (Continued) 


in the amount of ($749,000) brings the net assessable cost of service for 
the 79 communities of the Authority district to $61,5 million. 

The net assessable cost of service for a population of 2,763,410 re- 
presents a per capita public investment of $22.27. 


Federally Aided Projects. Projects for which federal aid. was applied 


for in 1971 and granted, either in 1971 or early 1972, include (thousands): 


Estimated DOT 

_Cost__ . Participation § Local Share 
Capital Projects $ 50,336 $ 33,557 (2/3) $16,779 (1/3) 
Technical Studies 2,510 1,694 (2/3 847 (1/3): 
Demonstration 172. 14h (84%) 28 (16%) 
Managerial Training 30 23 (3/4) 8 (1/4) 
TOTAL for 1971 $ 53,079 $ 35,418 $17,661 
TOTALS for 1965-1971 $216,235 $1bh 491 $71, 745 


Three additional capital grants have been awarded since December 31, 
1971. Estimated cost is $39,453,000. DOT participation is estimated at 
$26,302,000 (2/3), and local share is $13,151,000 (1/3). 

Pending applications total $43,130,000. DOT participation is esti- 


mated at $28,753,000 (2/3) and local share is $14,377,000 (1/3). 
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BUFFALO 
Niagara Frontier Transportation Authority 


Buffalo is expected to be the next U.S. city, after San Francisco 
and Washington, to inaugurate an operational rail transit system. (The 
Authority is currently operating two airports and the port of Buffalo, 
including a small boat harbor.) 

Taxing power. Niagara and Erie counties (service area of the auth- 
ority) are levying an additional 1/4 of 1 percent on the initial filing 
of mortgages in the county clerk's office. There is an exemption of 
$10,000 on residential property. Proceeds are turned over to the Auth- 
ority. 

Operating costs. Will be paid from fare box. 

Debt service. Bonds have not yet been issued. 

Capital costs. Total cost of the Buffalo transportation project, in- 
cluding rail transit, buses, and acquisition of seven bus lines, will be 
in excess of $256 million. The authority hopes to obtain 2/3 financing 
from UMIA to augment $86 million presently appropriated by the State of New 
York for this purpose. 

During the fiscal year April l, 1970 through March 31, 1971, the Auth- 
ority continued to investigate the feasibility of an exclusive right-of-way 
mass transit facility in the Buffalo-Amherst Urban Corridor. 

The study was funded by a $524,000 technical study grant from the fed- 
eral Urban Mass Transportation Administration (66.7 percent of total cost), 
a $196, 500 grant from the New York State Department of Transportation (25 
percent), and $65,500 contributed by the Authority and other agencies in 


the region (8.3 percent) for a total of $786,000. 
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CHICAGO 
Chicago Transit Authority 


Taxing power. The Authority has no taxing power. 

Operating costs. Operating costs are no longer met in full from the 
fare box. The Authority is using working cash to meet operating costs. 
The State Legislature made available a one-time debt service cost sub- 
sidy whereby State funds would mate Local funds to be supplied by the 
City of Chicago, County of Cook or any other unit of local government or 
combination thereof served by Chicago Transit Authority. The City of 
. Chicago and the County of Cook made available $3 million to match the 
first $7 million made available by the State Act. The Authority is hope- 
ful that the remaining $6 million in Local funds to match the $12 million 
of State money which has now been made available through the sale of 
bonds will be forthcoming before June 30, 1972, the date on which final 
certification of the State amounts is to be made. 

Capital costs. The Illinois Department of Transportation, formed 
within the last eae is empowered to issue general obligations bonds; 
the department will provide grants for "deserving" mass transit opera- 
tions. The Authority is engaged in a capital program which will 
eventually amount to some $120 million; the State will oar about $30 
million of this. While the Authority has not received any money from 
the Federal government for capital purposes, capital grants have been 
given to the City of Chicago for rapid transit extensions. The Author- 


ity had received federal grants for research purposes. 
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CHICAGO (Continued) 


Debt service. Paid partly from fare box; partly from grants.* 


Financial results. Results of operations for the fiscal year 1971 


are shown below: 


Operating revenue $191,086, 777 
Operating expenses 196, 291,003 
Revenue available for debt service (5,204, 226) 
Debt service requirements 8,011,928 
Revenue available (deficiency) before depreciation (13,216,154) 
Depreciation requirement--current period (15,286,942) 
Deficiency in revenues $(28, 503,096) 


* On June 28, 1971, House Bill 2300 was passed by the Illinois 
General Assembly providing, among other things applicable to other 
transit companies, that $19 million be made available to Chicago Transit 
Authority for the payment of principal and interest on bonds, certificates, 
equipment trust certificates and other evidences of indebtedness; $7 mil- 
lion to be made available as soon as 50% matching funds were received 
from the County of Cook, the City of Chicago, or any other unit of local 
government, or combination thereof served by Chicago Transit Authority, 
and the remaining $12 million to be made available when proceeds of bonds 
to be sold under authority of the Transportation Bond Act (House Bill 
1277) and 50% matching local funds were received. 
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CLEVELAND 
Transit Board of the City of Cleveland 


Taxing power. None. 

Debt service. 

Operating costs. The Transit Board is borrowing from reserve funds 
_to pay for operating costs. 

Capital costs. Power to authorize the issuance or refunding of 
either general obligation bonds or mortgage revenue bonds rests with 
City Council. There are $9.9 million in bonds outstanding, callable in 
197k. | 

Revenues and expenses for 1971. The Cleveland Transit System had 


the following révenues and expenses during the year 1971: 


Total operating revenue ela 
Non-operating revenue 21 O 
Gross revenue 30,439, 541 
Expenses 

Maintenance and operating 27 , 850, 703 

Debt service 1, 3994286 

Replacement fund 2,158,50 
Net deficit (unadjusted) (928, 952) 
Adjustment - Payment of expense 

from pension fund 34,175 

Injuries and damage reserve fund 75,000 
Net deficit (adjusted) $ (819,777) 
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DALLAS 


Dallas Transit (municipal operation) 


Taxing power. None. 
Operating costs. Covered from the fare box. 


Debt service. Being paid out of transit revenues. 
Capital costs. The transit operation has received one major fed- 
eral grant for the purchase of coaches and refurbishing of the operating 


facility. Financing was on a 2/3 federal, 1/3 local basis. 
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DENVER 
Denver Metro Transit 


On April 18, 1971 the City and County of Denver acquired the local 
transit system. Up to December 31, 1971, the increase of ridership was 
approximately 17 percent during the 8-1/2 month period of public owner-~ 
ship. 

| A service increase of about 10 percent in vehicle miles operated per 
Gay was put inte effect September 27, 1971. The additions were the first 
in a series of route and schedule improvements. Service changes included 
a reduction of transit fares and special discount fares. 


Although Denver Metro Transit is owned by the City, its service 


radiates into independent suburban communities as well. Because of Charter 


provisions which prohibit Denver from providing services outside of its 


borders at a loss, an arrangement for reimbursement was worked out with the 


suburban communities in the three counties surrounding Denver. Formulas 
were developed using ridership levels to determine community payments. 
A second round of improvements, to become effective on June 11, 1972, 


will add approximately 1,000 vehicle miles per day. 
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DENVER 


Denver Regional Transportation District 


Taxing power. This is a planning agency with taxing power. The trar- 
sit system is operated by the City. The District may levy property taxes 
in seven counties, including the City and County of Denver. It is planning 
a combination bus/rapid transit system. 

Operating costs. The District is levying 38 mills for planning and 
administrative costs this year. When it is operational, it may levy up to 
2.5 mills for operations. 

Debt service. When the voters approve the financing of a new systen, 
the District can levy a property tax for debt service. Tax is limited to 
amount needed to pay debt service on debt equal to 4 percent of the total 
assessed valuation of the District. 


Capital costs. Property tax. 
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DETROIT 
Southeastern Michigan Transportation Authority 


Taxing power. No taxing power. However, the State of Michigan is 
. considering the establishment of a discretionary fund by a .5 of one 
‘cent increase in gasoline tax. Also, a bill has been introduced into 
the legislature which would provide .6 of 1 percent evanater Gack on real 
property transfer of properties over $10,000. 

Operating costs. The Authority has purchased a suburban bus com- 
pany, operates it as the Luke Shore Division of the Authority. It has 
.@ guarantee from the five communities served that they will pick up the 
deficit, if any, of the operation. 

Debt service. None. 

Capital costs. Six communities provided $78,000 for the local 
share to purchase the bus company; UMTA granted $156,000. The Author- 
ity has had three federal grants for studies, one demonstration federal 
grant, and a federal capital grant for the purchase of buses. 


DETROIT 
Department of Street Railways 


Taxing power. No direct taxes for transportation. 

Operating costs. Not being met from the farebox. City subsidizes 
deficit. 

Other. Federal Emergency Employment Act has funded some 60 opera- 


tors. 
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KANSAS CITY 
Kansas City Area Transportation Authority 


This Authority was created in 1965 by compact between the states of 
Missouri and Kansas. The compact and an amendment were ratified by Con- 
gress. The service area of the Authority covers four counties in Missouri 
and three counties in Kansas. 

Taxing power. The City of Kansas City, Missouri is levying a 1/2 of 
one percent sales tax for transit, The city levied the tax beginning 
July 1, 1971 under a city ordinance extending to June 30, 1972; it is ex- 
pected that the city levy will be renewed; the state enabling legislation 
expires June 30, 1973. 

Operating costs. Two thirds of the proceeds of the sales tax are 
available to the Authority for operating costs. 

Capital costs. One third of the sales tax proceeds must be used for 
capital purposes. The Authority received a two-thirds federal, one-third 
matching local grant for the original purchase. It has no outstanding 
revenue bonds. 

Debt service. None. The Authority borrowed money to meet the origi- 
nal one-third matching fund for purchase of the private companies. Various 
governmental bodies, cities and counties, in the seven-county area agreed 
to provide funds to pay off the loans over a five-year period, The Auth- 
ority, however, is the prime borrower and is responsible for meeting this 
liability and, since the pledges to pay by the various communities were 
not absolute commitments, the Authority does have a debt liability. The 


Kansas City, Mo. share comes from the sales tax money described above. 
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LOS ANGELES 
Southern California Rapid Transit District 


The boundaries of the 2,000 square mile District are, with minor ex- 
ceptions, the boundaries of Los Angeles County below Antelope Valley. The 
District also provides bus service into the counties of Orange, Riverside, 
and San Bernardino. 

Taxing power. The District may levy property taxes by 2/3 vote of 
the electorate for Rapid Transit construction but has not done so. It 
collected a temporary general sales tax of 1/2 of 1 percent in Los Angeles 
County from July 1 to December 31, 1970. A new 1/4 of 1 percent sales tax 
becomes effective July 1, 1972. 

Operating costs. Operating costs were being supported from the fare 
box until 1969. Sales tax revenues have met the deficit since then. 

Debt service. Paid from the fare box until 1969; from taxes since 
then. | 

Capital costs. Originally from Revenue Bonds, currently from UMTA 


. grants with District participation coming from sales tax revenue. 
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LOS ANGELES (continued) 
Revenues and expenses for 1970. The Southern California Rapid 
Transit District had the following revenues and expenses for the year 


ended December 31, 1970: 


Total operating revenue $48 , 882, 905 
Total operating expenses | 55,185,896 
Net operating (deficit) (6,902,991) 
Other income , 926, 384 


Other deductions: 
Interest on revenue bonds, 1958, and 


equipment trust certificates 1,665,233 
Amortization of bond discount and ex- 
pense and organization expense 55,256 
Total other deductions 1,720,489 
Net (deficit) before transaction and use 
tax proceeds (7,697,096) 
Transaction and use tax proceeds 8,094,522 
Net revenue $ 397,426 
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MEMPHIS 
Memphis Transit Authority 


Taxing power. None, 
Operating costs. Were met through the fare box until 1971. Since 


1971, the Authority has been meeting operating deficits out of reserves, 
The Authority is seeking a subsidy from the City of Memphis. 

Debt service. Paid from reserves. 

Capital costs. The Authority has received two capital grants from 
UMIA. 

Revenues and expenses for 1970. The Memphis Transit Authority had 


the following revenues and expenses for the year ended December 31, 1970: 


Operating revenues $6,924,693 
Operating expenses, including tax equivalent 
paid to City of Memphis and depreciation 7,232, 980 
Net operating revenues (loss) (308, 287) 
Other income including gain on sale of 
- assets 70,452 
Income deductions - net (56,938) 
Net revenues (loss) $ (294,773) 
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NEW YCRK 

Metropolitan Transportation Authority--has policy direction and 
control over four authorities: New York City Transit Authority, 
Manhattan and Bronx Surface Operating Authority, Long Island 
Railroad Company, and Triborough Bridge & Tunnel Authority. 


NEW YORK CITY TRANSIT AUTHORITY 


Taxing power. None. 


Operating expenses. Until about four years ago the law required 
that operating costs be paid out of the fare box. In 1968 the law was 
amended to permit municipal subsidy of the transit operation. Also in 
1968, the law was amended to permit, under certain conditions, the sur- 
plus revenues of the Triborough Bridge & Tunnel Authority (an MTA 
operation which runs eight bridges and Raa be paid over to the 
Transit Authority to meet its operating expenses. 

Until January 1, 1972, Triborough had $23 to $24 million a year 
surplus, which was paid over to the Transit Authority. In January 19/2 
the Tri-borough "flow-through" was increased through a doubling of fares 
on the bridges and tunnels. The additional revenue is divided between 
the Transit Authority and the MTA railroad commuter lines. This gives 
an additional $50 million a year to the Transit Authority and $25 


million to the commuter lines. 


The Transit Authority estimated that it would need $200 million 
additional revenue with a 5¢ fare increase (from 30¢ to 35¢) for the 


next two years, or $100 million a year in exeess of what a 35¢ fare 
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NEW YORK (continued) 


would produce. Accordingly, the city is now giving the Transit Author- 
ity $100 million for 1972 and will pay $100 million in 1973 (whieh it 
will borrow from the state). 

This is the first year where a direct subsidy is being paid by the 
City of New York to the Transit Authority. ‘The subsidy payment is to 
forestall a fare increase to 45¢. 

Debt service. Paid by City of New York. 

Capital costs. Under a lease with the City of New York and under 
state law, all capital costs for subways and bus lines are borne by the 
city. The Transit Authority is prohibited from using the fare box for 
debt service or capital outlays. 

Capital money of $600 million was allocated to the City of New 
York by the state out of the 1967 transportation bond issue. (The 1971 
state bond issue failed.) The $600 million was to be used for construc- 
tion of new lines. The city is now involved in a capital construction 
program of $2.5 billion (or more) for transit. This pies en is to be 
financed from three sources: 1) teal government; 2) $600 million 
from the state; 3) balance from the city out of the styles capital 


funds. 
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NEW YORK (continued) 


Revenues and expenses for 1970. For the year ended June 30, 1970, 


the New York City Transit Authority had the following revenues and ex- 


penses: 
Operating revenues $451, 923,162 
Interest income 183, 372 
Reimbursement from city 1, (50,000 
453,056,534 
Operating expenses 586,476, 909 
Credit from City of New York for 
transit police services (58, 247, 317) 
Interest expense 2, 391; 329 
Total expenses 526,586,921 
Loss before extraordinary items (72,730, 387) 
Extraordinary item - pension system 
cost adjustments , ( 6,128,010) 
Net loss $(78, 058, 397) 


For the year ended June 30, 1970, the Manhattan and Bronx Surface 


Transit Operating Authority had the following revenues and expenses: 


Passenger revenue $ 99, 340,500 
Advertising, charter service, miscellaneous 983, 590 
Interest income 614,090 
100, 943, 130 

Expenses 89,995, 755 
Excess of revenue over expenses $ 10,947, 425 


For the year ended December 31, 1970, the Long Island Rail Road 


Company had the following revenues ;and expenses; 


Revenue $ 97,188,139 
Expenses 123,674, 398 
(Loss) from operations (26,485,259) 
Other items (11, 330,060) 


Net loss | ${ 37,615, 319) 


-l27- 


NEW YORK (continued) 
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For the year ended December 31, 1970, the Triborough Bridge and 
Tunnel Authority had the following revenues and expenses: 


Operating revenue 


Revenue from toll facilities $72, 108, 920 

Rent income 6,048,639 
Total operating revenue 78, 157,559 
Operating expense 

Toll facilities 22,463,047 

Other facilities 2,921, 727 
Total operating expense 25, 304, 774 
Net income from operations 52,772, 785 
Add investment income 9,277,147 
Less interest on funded debt (10,690,950) 
Net income available for general fund purposes $51, 358, 982 


METROPOLITAN TRANSPORTATION AUTHORITY 


The Metropolitan Transportation Authority has two unusual sources 
of funds: | ° 

1) A state statute mandates that municipalities served by MTA- 
subsidized railroad lines must pay station maintenance and operating 
costs. The railroad sends bills to the counties (outside of New York 
City) or the municipality (New York City). The local governments re- 
imburse the railroad. 

2) Under a state statute, counties in the MTA service area re- 
quire the payment of 1/4 of one percent additional mortgage recording’ — 


tax and turn over the additional money to the MTA. 
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NEW YORK (continued) 


The Metropolitan Transportation Authority had the 


expenses for the year ended December 31, 1970: 


Emergency Better Program expenses: 


Commuter operations of the New Haven, Harlem: 
and Hudson divisions of Penn Central 


New York City Transit Authority 
Various pasha ny panied be lines 
Total 
Operating expenses 


Airport operations - excess of expenses 
over revenues 


Total net expenses 


following net 


$ 5,983,435 
7, 320,955 
__ 477,919 
13, 782, 359 
2,307,954 


86 3, 005 
$16,953, 316 


Note: The MTA has been funded principally by appropriations 
and grants from New York State. [In addition, funds 
have been received from the U.S. government and other 


sources. 
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PITTSBURGH 
‘Port Authority of Allegheny County 


Taxing power. None. 
Operating costs. Operating costs of the Port Authority have in- 


creased each year of operation, reflecting the continuing escalation in 
cost of wages, materials, and services. In 1971, the excess of operating 
expenses over revenues~-excluding interest on bonds ona notes, amortiza- 
tion of bond discount and expense, and deprestattunaee $9,785,650. In- 
cluding interest’ on, bonds and notes, amortization of bond discount and 

| expense, and depreciation, the excess of expense over revenue was 
$15,148,806. After deducting grants from the state and county of approxi- 
mately $9.8 million, the 1971 deficit was $5.4 million. Except in the 
year 1969, when higher fares were made effective January 1, operating 
deficits have increased each year as a result of higher costs. As of 
April 12, 1971 fares were again increased, from 35¢ basic fare to hod to- 
gether with a 5¢ increase in transfer and zone fares, and other adjustments, 
The higher fares were estimated to produce $2,800,000 additional revenue 
in 1971. However, actual realization from the higher fares was approxi- 
mately 50% of this amount. 

Debt service. The Authority originally borrowed funds from banks fox 
the purchase of Pittsburgh Railways and 32 smaller bus lines, It has rot 
yet arranged long-term financing for the purchases. The County of Allegheny 
pays the Authority annual grants in amounts equal to the annual interest 
on the bonds and notes issued by the Authority. In 1971, this grant 


amounted to approximately $2.6 million. 
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PITTSBURGH (Continued) 


Capital costs. The Authority anticipates about $334 million in capi- 


tal needs over the next five years. It will seek federal and state grants 


for capital purposes. During 1971, total grants of $71,074,693 were ap- 


proved by the state and federal governments, in amounts of $2,250,000 and 


$68,824,693, respectively. 


Summary of revenues and expenses for 1971. 


For the year ended 


December 31, 1971, the Port Authority had the following revenue and ex- 


pense: 
Passenger revenue 
Other operating revenue 
Other 
Total revenue 
Operating expenses 
Depreciation 


Interest, including amortization 


Total expense 
Excess of expense over revenue 


Less: County assistance 
State assistance 


Net excess of expense over revenue 


Note 1 - Total State assistance covering 1970 operating losses was 


$30, 223, 237 
889,894 


299,924 
31,413,055 


41,198,705 
2,489,050 


_2, 87h, 106 
16, 561,862 


15,148,806 


5,600,000 
4,156,000 


9,756,000 


$ 5,392,806 


(Note 1) 


$5,382,663, of which amount $4,156,000 was received in 1971, 


and the balance, $1,226,663, was received in March, 1972. 
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ST. LOUIS 
. Bi-State Development Agency 


The territorial jurisdiction of the Agency is the Bi-State Metro- 
_ politan Development District which is composed of the City of St. Louis, 
three counties in Missouri, ena three counties in Illinois. One of the 
projects owned and operated by the Agency is the Bi-State Transit Sys- 
tem, which provides bus service in the area and other facilities. 

Consultants have recommended a $1.5 billion rail and bus transit 
egeten for the St. Louis region, but the Urban Mass Transportation 
Administrator wants the report updated and says the area will not get 
| federal assistance for engineering until it rescues its floundering pub- 
lic bus service. The study proposes building 86 miles of new rail 
lines, mostly underground, and using 14 miles of existing rail right- 
of-way in conjunction with a feeder bus system in the Missouri-Illinois 
area. 

Taxing power. None. (The.Missouri Governor is pressing for a 
referendum this year on a $700 million transportation bond issue that 
would provide $120 million toward. the local share of rapid transit 
costs plus $15 million for bub system capital improvement in all cities.) 

Operating costs. Were met out of the fare box from April 1, 1963 
through the fiscal year énded 2/28/71; a deficit of about $5 million 
is projected for the 16 months ending June 30, 1972. 

Cost and revenue studies for the long-range program (seven rapid 
' transit lines extending eyen G6 aie and complementary bus network) 
suggested that operating costs could be recovered with a fare schedule 


consisting of a basic adult fare of 30¢ for the first 4.9 miles of 
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ST. LOUIS 
Bi.Gtate Development Agency (continued ) 


travel plus 5¢ a mile for each additional mile traveled, and a student 
fare of 20¢ for all trips. At the stipulated fare level (which was 
considered competitive with the automobile), the rapid transit com- 
ponent would recover operating costs and fund depreciation on rolling 
stock with a resulting surplus, according to the estimate. 

Debt service. Debt service was paid out of operating funds for 
fiscal 1971; operating funds fell short of meeting debt service in 
fiscal 1972. 

Capital costs. When and if the proposed new rail and bus trans- 
it system is approved by UMTA, the federal government will supply a 
substantial portion of capital costs. 

Summary of revenues and expenses. The Bi-State Transit System 


had the following revenues and expenses for: 


FY Ended Twelve Months 
9/00/71 ended _2/29/T72* 
Revenue $ 22, 888, 414 $ 21,620, 167 
Operating expenses 20, 996, 203 21, 502, 875 
Revenue available for fund 
requirements 1, 892, 211 117, 292 
Fund requirements 
Interest fund 941,649 914, 4.23 
Serial bond sinking fund 330, 000 350, 000 
Term bond sinking fund 313,100 318, 150 
Revenue bond reserve fund = = 
Depreciation reserve fund 1,597,665 1,490,187 
Total 3,182,414 3,072, 760 


Surplus (deficiency) in revenues $ (1,290,203) $ (2,955, 468) 


* The fiscal year was extended to 6/30/723 thus the twelve month 
actual figures are provided for comparison. 
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SAN FRANCISCO Area 
Alameda-Contra Costa Transit District 


The district is responsible for local and express bus service on 
the east side of the San Francisco Bay and for bus rapid transit ser- 
vice over the San Francisco-Oakland Bay Bridge. 

Taxing power. The district has power to levy and collect taxes 
for both district operations and for servicing bonded indebtedness. 
For debt purposes, a special. transit service district No. 1 was formed 
which is contiguous with the district boundaries (the western portion 
of Alameda and Contra Costa counties). Within the special district, 
there is no limit on the amount of property tax that may be levied 
for operational and debt service purposes if revenues are not suffi- 
cient for district purposes. Property outside of district No. 1 is 
not subject to a tax for servicing the debt, and is limited for opera- 
tional purposes. For the 1971-72 fiscal year, the district is as- 
sessing property at the rate of 31.1 cents per $100 for operating 
purposes. 

Beginning July 1, 1972, a 1/4 of one percent sales tax on gaso- 
line will be used for mass transportation. 

Debt service. Principal and interest payments on bonded debt 
are paid out of tax proceeds. 

Capital costs. Proposals include combined local and connector 
bus systems to Bay Area Rapid Transit stations, a dial-a-bus system, 
and subscription operation to carry workers to specific sites. Also 
under consideration is a fleet of electric-powered mini cars. AC 


Transit received a grant from the U.S. Department of Transportation 
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SAN FRANCISCO Area 
Alameda-Contra Costa Transit District (continued) 
to cover two-thirds of the cost of new buses, and installation of an 
improved needle injector in its basic fleet. The District just re- 
ceived another Federal grant to help cover two-thirds of $11.5 million 
in capital improvements over five years. 

Summary of revenue and expense. For the year ended June 30, 1971, 


the District reported the following revenue and expense: 


Revenue : 
Passenger $14,995,108 
Charter 582, 791 
Advertising 223,414 
Interest earned 447,047 
Other operations 18,707 

Total operating revenue 16, 207,067 

Expense 
Operating expense 21,194,406 
Depreciation and amortization 1, 249, 611 

Total expense 22,444,217 

Operating loss (6, 177150) 

Nonoperating items 
Proceeds from taxation 7,613, 900 
Less; 

Provision for current year's 
redemption of bond principal (820, 833) 
Interest and fees on bonded debt (296, 789) 


(1,117,622) 


Net proceeds from taxation 
available for operations 6,496,278 


Net income $ 319,128 
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SAN FRANCISCO Area 
Bay Area Rapid Transit District 


In 1962, the district won approval of the voters for a $792 million 
pond issue to construct a rapid transit system for the area, The plan 
calls for a 75-mile double-track rail system of which 19 miles will be 
in subway or tunnel, 24 miles of surface lines, 28 miles of aerial lines, 
-and four miles of tube under San Francisco Bay. The system is designed 
to serve the cities of San Francisco, Oakland, and Berkeley as well as 
outlying suburban areas in Alameda and Contra Costa counties. The first 
portion of the system is scheduled to open in 1972. 

Taxing power. The $792 million bond ae is supported from ad 
valorem taxes on property within the district, and bond monies are being 
used to construct the system with the exception of the rolling stock 
* and the transbay tube. The rolling stock is being financed through reve- 
nue bonds secured by operating revenues of the system. The transbay tube 
. is being financed by the California Toll Bridge Authority from tolls on 
the three south bay bridges. 

The total cost of the system was originally estimated at $1 billion, 
but costs have increased. 

In the spring of 1969, the state legislature authorized the transit 
district to levy a half-cent sales tax to cover additional construction 
costs. Sales tax revenue bonds gene issued in August 1970 and January 


1971. 
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SAN FRANCISCO Area 
Bay Area Rapid Transit District (continued) 


The district levied the following property tax rates for the 1971-72 


fiscal year: 


Alameda County 62.5¢ per $100 assessed value 
Contra Costa County O57 
San Francisco 70.4 


Operating costs. The BART system is not yet operative. Administra- 
tive costs are paid out of the property tax. 

Capital costs. Property taxes and sales taxes are being used to help 
construct the system. In addition, the U.S. government provides financial 
assistance for research, beautification, construction, and transit vehicle 
procurement. The district administers federal grants to the City and 
County of San Francisco and a grant to the City of Berkeley. At June 30, 
1971 the following U.S. grant contracts were in force: 


Maximum grant Funds received 


(millions ) (millions ) 
Beautification grants $ 1.292 $ 0.360 
Demonstration grants 13.052 125367 
Capital grants-construction 144.935 73.433 

$159 .280 $86 .159 


At June 30, 1971, the district had total construction funds of $1.223 
bLoaLan. 
summary of tax revenues. For the fiscal year ended June 30, 1971, 


the district had the following tax revenues: 


General fund - taxes $3, 381, 687 
Debt service funds 
Property taxes 33, 391, 732 
Transaction and use taxes 2h. 380, 207 
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SAN FRANCISCO Area 
Marin County Transit District 


The Marin County Transit District was created in 1964 to provide 
an interim solution to the transit problem of the area pending inclusion 
of Marin County in the Bay Area Rapid Transit District. The District cur- 
rently serves as liaison with the Golden Gate Bridge, Highway, and Trans- 
portation District, which furnishes bus service for Marin County, among 


others. 


Taxing power. The District levies a property tax of 5¢ per $100 


of assessed valuation. 


Golden Gate Bridge, Highway, and Transportation District 

This District, in the San Francisco-Oakland area, was created in 
1925 for the major purpose of constructing a vehicular bridge across the 
Golden Gate at San Francisco. The bridge, opened to traffic in 1937, is 
entirely self-supporting, and tax levies or governmental subsidies have 
not been needed. About two years ago, state iseiietion permitted the 
District to take over operation of buses and ferries in five counties. 
Because of the ever-increasing traffic volume on the bridge, the District 
entered the bus rapid transit field on January 1, 1972 to provide im- 


proved transit service to the suburban communities north of San Francisco. 


Taxing power. The Golden Gate District has no tax sources for 
transit. (However, the Marin County pease District does levy a 
property tax for transit, as noted above.) 

Operating costs. The Golden Gate District estimated that, for 
the 1971-72 fiscal year, total expenses of transit operations before 
depreciation will amount to $3.5 million; that revenue will amount to 
$1.5 million; for an operating deficit of $2.0 million, to be fi- 
nanced through (1) a Marin County contribution, end (2) a District 
subsidy from oridge tolls. 


Capital costs. n.a. 
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SAN DIEGO 


San Diego Transit Corporation (nonprofit corporation) 


The San Diego Transit Corporation was formed in 1967 for the 
purpose of operating the public transportation system in the greater 
San Diego area. 

Taxing power. The San Diego Transit Corporation has no taxing 
power. The City of San Diego, however, passed a property tax of 10¢ 
per $100 of assessed valuation of all taxable property in the City 
of San Diego, to be used for public transportation purposes. The 
tax passed a referendum of the voters. 

Beginning July 1, 1972, a 1/4 of one percent state sales tax 
will be used for mass transportation. 

Operating costs. The City of San Diego provides a subsidy to 
the extent of an approved budget, not to exceed the 10d property 
tax noted above. 

Capital costs. The cost of buying the transportation system 
was paid for by a federal grant, on the basis of 2/3 federal and 
1/3 local. The City of San Diego provides all of the transit prop- 


erty, equipment, and other assets to the corporation. 
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SAN FRANCISCO Area 
Alameda-Contra Costa Transit District 


The district is responsible for local and express bus service on 
the east side of the San Francisco Bay and for bus rapid transit ser- 
vice over the San Francisco-Oakland Bay Bridge. 

Taxing power. The district has power to levy and collect taxes 
for both district operations and for servicing bonded indebtedness. 
For debt purposes, a special. transit service district No. 1 was formed 
which is contiguous with the district boundaries (the western portion 
of Alameda and Contra Costa counties). Within the special district, 
there is no limit on the amount of property tax that may be levied 
for operational and debt service purposes if revenues are not suffi- 
cient for district purposes. Property outside of district No. 1 is 
not subject to a tax for servicing the debt, and is limited for opera- 
tional purposes. For the 1971-72 fiscal year, the district is as- 
sessing property at the rate of 31.1 cents per $100 for operating 
purposes. 

Beginning July 1, 1972, a 1/4 of one percent sales tax on gaso- 
line will be used for mass transportation. 

Debt service. Principal and interest payments on bonded debt 
are paid out of tax proceeds. 

Capital costs. Proposals include combined local and connector 
bus systems to Buy Area Rapid Transit stations, a dial-a-bus system, 
and subscription operation to carry workers to specific sites. Also 
under consideration is a fleet of electric-powered mini cars. AC 


Transit received a grant from the U.S. Department of Transportation 
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SEATTLE 


Seattle Department of Transportation 


The mass transit system serving the City of Seattle became pub- 
licly owned in 1919. In 1954, the system became debt free; it was 
operated by a five-member Seattle Transit Commission until August 1971; 
currently is a department of the city government. 

Taxing power. Seattle levies: (1) a household tax of 50¢ per 
month per household in the City of Seattle; (2) an employer tax of 50¢ 
per employee per month. In addition, the state of Washington levies 
a "motor vehicle excise tax" of 2 percent of the value of the vehicle, 
levied at the same time as registration is issued. Of this 2 percent 
tax, 1 percent in any city can be used for transit purposes. The l 
percent must be matched by the city. (In Seattle, this is done 
through the use of the household tax and the employer tax.) 

Debt service. None. 

Capital costs. Presently the city has no funds available for 
capital purposes. It has not purchased any buses or major capital 
items since 1968. It has been receiving a Federal demonstration 
grent from UMTA, with UMTA paying two-thirds. A two-way radio sys- 
tem will be in operation in September 1972 at a cost of $550, 000-- 


part of a Federal grant. 
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SEATTLE 


Seattle Department of Transportation (continued) 


Summary of revenue and expense. 


For the year ended December 31, 


1971, the Department of Transportation had the following revenue and 


expense; 


Operating revenue 
Operating expense 


Net operating loss 


Other income 
Income deductions 


Net loss for the year 


Operating subsidies and 
City transit taxes 
Federal UMTA grants 
Imergency Employment 


Total operating subsidies and grants 


grants 


Act 


$8, 923,688 


13, 454, 679 


(4,530, 992) 


72,137 
(23,699) 


(4,402,554) 


1,793,519 
4.39, 860 
57,080 


$2, 290,515 


“Operating costs. Operating subsidies and grants amounted to 17 


percent of 1971 expenses. | 
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WASSETNGYON, D.C. 
Washington Metropolitan Area Transit Authority 


WMATA was created in 1967 by an interstate compact among Maryland, 
Virginia, and the District of Columbia to plan, develop, finance, and 
provide for the operations of a rapid transit system serving the 
Washington Metropolitan area. A 4.5 mile section of the Metro rapid 
rail system is expected to open on July 4, 1974. ‘The entire 98-mile 
system is scheduled for completion by the end of 1979. 

The cost of constructing and equipping the system is estimated at 
$2.98 billion (including real estate and engineering). The system will 
be a 98-mile network of rapid rail transit facilities serving Washington 
and nearby areas of Maryland and Virginia. It includes 38 miles of 
service in D. C., 30 miles in Maryland, and 30 miles in Virginie. 

Taxing power. WMATA itself has no taxing power. Montgomery County, 
Maryland has levied a property tax to help finance the County's share of 
the net project cost. The state of Maryland has passed legislation 
raising the motor fuel tax from 7 to 9 cents a gallon; part of this tax 
revenue will be used to help fund the Maryland portion of the Washington 
system (part will be used for the Baltimore system). 

Debt service on revenue bonds. Payments provided by net revenues 
of the system. Legislation has been introduced in Congress to provide 
a federal guarantee to the revenue bonds. 

Operating costs. Not yet operative. 

Capital costs. Local governments are sharing one-third of the net 
project cost; the Federal government will pay two-thirds. In 1968 
several local poriecieeion: By eee general obligation bond issues 


to provide their contributions. In five jurisdictions the bond issue 
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WASHINGTON, D.C. 
Washington Metropolitan Area Transit Authority (continued ) 
went to referendum (Prince Georges County, Arlington County, Fairfax 
County, Falls Church, and Fairfax City). In all cases the bond issues 
were approved. 

Bond issues and grants needed to meet total project cost. The 


financing of the total project cost is expected to be as follows: 


Millions 
Total cost of system (including escalation 
factor of 7% per annum) $2,980.2 
Net interest during construction 66.3 
Total project cost 3,046.5 
Revenue bond issue (exclusive of funded bond 
reserve ) (882.0) 
District of Columbia Mid-city alternate (3.0) 
Net project cost B,161L65 
Federal share (two-thirds ) 1,441.0 
Grants 1,147.0 
Interest subsidy 294.0 
Local share (one-third) $ 720.5 


Estimated allocation of required member grants. The estimated 


allocation is as follows: 


Millions 
Required grants (includes $3 million payment 
from District of Columbia for mid-city 
alternate alignment) $ 723.5 
District of Columbia 269.7 
Virginia 204.9 
Alexandria 39 .9 
Arlington County yicrel 
Fairfax County S47 
Fairfax City 3.2 
Falls Church 1.0 
Maryland 248.9 
Montgomery County 137.9 
Prince George's County 111.0 
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Appendix C 


FINANCING TRANSPORTATION IN SMALLER CITIES (March 1972) 


Taxes are also levied for transportation purposes in smaller 
cities. The Pennsylvania Economy League surveyed five such cities: 
Minneapolis/St. Paul* 
Portland, Oregon 
Spokane (Wash.) 
Tacoma (Wash.) 
Toledo (Ohio) 
Table C-1 explains the tax levies in brief detail. 
The following provides for each city a brief summary showing (1) 
taxing power, (2) operating costs, (3) debt service, (4) capital 
costs, and (5) revenues and expenditures for latest reported calendar 


year. 


* Minneapolis is classified here as a "small" city (population 
434,000). However, the standard metropolitan statistical area of 
Minneapolis/St. Paul had a 1970 population of 1.8 million. 
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MINNEAPOLIS/ST. PAUL (continued) 


garages and the construction of 110 bus passenger waiting shelters. [In 
addition, the grant will allow the MIC to buy administrative and mainte- 
nance equipment and to implement Pocenrel bus lanes for faster, safer 
transit service. 

The fiscal year ending June 30, 1971 was the first year of public 
ownership of the bus lines in ihe £e2a, The year resulted in the re- 
versal of a 25-year downward trend in ridership. For the year just 
prior to public ownership, the bus company experienced a ridership de- 
cline of 13 percent. Under the MTC, bus ridership began to recover. 

In five of the six months from January 19/1 through the end of the fis- 
cal year there were, increases over the same months in the previous year. 
While the monthly increases were not great (the largest amounting to 
2.6 percent), they were consistent. 

Tax Legislation. The 1971 Minnesota Legislature authorized a 
property tax levy up to 2.9 mills to fund the MIC. The tax is ee 
levied in the Transit Taxing District. The district includes those con- 
tiguous, incorporated, urbanized municipalities and wholly surrounded 
unincorporated areas of the seven-county metropolitan area, including | 
areas presently served by transit and those which are part of future 
transit planning. 

The 2.9 mills will yield about $5 million annually based on the 
1971 assessed valuation in the taxing district. In addition, the MTC 
was authorized to levy up to an additional $3 million, or about 2 mills, 


for debt service to fund the five-year capital improvement program. 
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MINNEAPOLIS/ST. PAUL (continued) 


The property tax will fund (1) the agency's administrative needs, 


(2) its short-range capital improvement program, (3) its transit de- 


velopment activity, (4) free transit service to senior citizens during 


non-peak hours, and (5) a policy of fare stabilization, with the goal 


of increasing ridership. 


Summary of revenues and expenses. For the period September 18, 


1970 through June 30, 1971, the Transit Operating Division of MTC re- 


ported the following: 
Operating revenues 
Operating expenses 
Amortization of Federal capital grants 


and commission capital contributions 


Commission operating subsidies (Federal 
demonstration grant for airport express) 


Net operating loss (excluding depreciation); 
fare stabilization subsidy 


Sige 


$11, 641, 669 
12,690, 355 


1,040, 


603, 454 


9h, 552 


$ (350,680) 


PORTLAND, OREGON 
Tri-County Metropolitan Transportation District of Oregon 


The Tri-County Metropolitan Transit District of Oregon was estab- 
lished in 1969 to "keep alive a gravely sick transit system, and if 
possible, restore it to health." It encompasses all of Washington, 
Clackamas, and Multnomah counties and operates a bus fleet. | 

Taxing power. Under House Bill 1808, Tri-Met was pion eeverst 
options for funding in addition to fare-box collections: (1) employers' 
payroll tax, (2) tax on property, (3) general obligation bonds, (h) 
revenue bonds, (5) sales tax, (6) district income tax, and (7) business 
license tax. 

The District imposed a 0.5 percent payroll tax on employers per- 
forming services partly or wholly whthin the district, beginning 
January 1, 1970. Effective January 1, 1971 and January 1, 1972, the 


tax rate was reduced to 0.3 percent. 


The Oregon Legislature's right to create Tri-Met and give it taxing 


powers to support mass transit was upheld unanimously by state courts 
in 1970 legal opinions. An opinion of the Marion County circuit judges 
affirming constitutionality of Tri-Met's creation and taxing authority 
was affirmed by the appeals court. The opinion concluded: (1) that a 
District can be formed under a general act of the Legislature; (2) that 
a vote in the area is not required either for formation or to levy a 
tax; (3) that placing the major tax burden on certain employers did not 
deny them equal protection of the law. 

Qperating costs. Are met partly from the fare box, vartly from 


the payroll tax. 
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PORTLAND (continued) 


Debt service. The District has issued no bonds, and there is no 
debt service. 

Capital costs. The District has been financing capital costs on 
the basis of 2/3 federal and 1/3 local funding. It has received two 
grants, one of $6.375 million and one of $6.750 million, each from the 
Urban Mass Transportation Administration, and has a grant of $12 


million pending. 
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SPOKANE, WASHINGTON 
Spokane City Lines 


Washington State law authorizes municipalities of the State of 
Washington to levy and collect a special excise tax for the purpose of 
paying all or any part of the cost of acquiring, constructing, equip- 
ping, or operating a publicly-owned mass transportation system. 

Spokane City Lines operates the public transportation system as 
a leasing operation for the city. It operates primarily within the 
city of Spokane, but also runs a commuter line to a college town which 
is 15 miles outside the city limits. (Students are mainly from Spokane.) 
Seven commissioners regulate the transit operation for the city. 

Taxing power. The city levies a tax of 75¢ per household (in- 
cluding apartments) per month. ‘The tax is collected by the city, and 
proceeds are earmarked for public transportation. 

Debt service. There are no bonds outstanding. 

Operating costs. The tax subsidy is used to supplement revenues 
from the fare box. 

Capital costs. Spokane City Lines has applied for a federal grant; 


the application has been approved. 
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(CITY OF) TACOMA, WASHINGTON 
Tacoma Transit Department 


Washington State law authorizes municipalities of the State of 
Washington to levy and collect a special excise tax for the purpose of 
paying all or any part of the cost of acquiring, constructing, equip- 
ping, or operating a publicly-owned mass transportation system. 

A department of the city government operates the public transpor- 
tation system in the city, designated as the Tacoma Transit System, 

Taxing power. Three taxes are levied: 

(1) Excise tax on housing units. Beginning January 1967, an ex- 
cise tax was levied on all persons within the city who were served and 
billed by the city for any one or more public utility services owned 
and operated by the city. The tax is at the rate of 75¢ per month for 
each housing unit involved. 

(2) Transit excise tax on employers. Beginning January 1967, 
Tacoma levied a transit excise tax on employers. ‘The rates were in- 


creased February 1, 1970 to: 


Less than 10 employees ; $3.00 per month 
10 to 25 employees 4.50 per month 
26 to 50 employees 9.00 per month 
51 to 100 employees 13.50 per month 
More than 100 employees _ 18.00 per month 
Business operated by owners with 

no full-time employees 1.50 per month 


(3) Special excise tax on motor vehicles. The State of Washington 
levies a "motor vehicle excise tax" of 2 percent of the value of the 
vehicle, levied at the same time as registration is issued. Of this 2 
percent tax, 1 percent in any city can be used for transit purposes. 


The 1 percent must be matched by the city. 
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(CITY OF) TACOMA, WASHINGTON (continued) 


The motor vehicle excise tax is collected by the County Auditor 
of Pierce County and remitted to the state at no cost to the city. 
All taxes levied and collected are credited to the city and are to be 
used for the purpose of paying all or any part of the cost of oper- 
ating the publicly owned mass transportation system, or to pay or 
secure the payment of all or any part of the principal or interest on 
any general obligation bonds or revenue bonds issued for public trans- 
portation capital purposes. The first payments of the tax were re- 
ceived in January of 1972 and will be quarterly thereafter. 

Operating costs. Fare box covers only about half of operating 
costs. Remaining costs are met from es sources. 

Capital costs. The department has received two federal grants 
for capital purposes. These projects were financed on a 2/3 federal, 
1/3 local basis. It is requesting a federal grant for new buses, a 


base radio station, and remote radio units in buses. 


v—7—_-_ 


pny 


(CITY CF) TACOMA, WASHINGTON (ccntinued) | 


Operating revenues and expenses. For tne 12 months of 1971, the 
Transit Department of the City of Tacoma had the following revenues 


and expenses; 


Total passenger revenue $1, 396, 233 
Other revenue 23, 789 

Total revenue 1,428,022 
Expense bafore depreciation 2,529,649 
Balance (EO Ls627) 
Depreciation ( 120,034) 
Balance after all expenses (1,221 OG) 


Transit Utility Excise Tax 


Receipts 610, 367 
Less cost of billing and collection 16,101 
Net Transit Tax Receipts $ 534, 266 


Note: City General Fund has been subsidizing balance in past 
years, but new auto excise tax should meet the deficit, 
at least for the next few years. 


-155- 


TOLEDO, OHIO 
Toledo Area Regional Transit Authority 


The Toledo Area Regional Transit Authority operates public trans- 
portation in the Toledo metropolitan area. It took over the Community 
Traction Company system in 1971. 


Background. Beginning in 1921, the Community Traction Company was 


the operator of the public transport system in Toledo. The CTC operated 


under a franchise which was voted by the Toledo electorate every 10 


years. The franchise provided for a Board of Transit Control consist- 


ing of three persons appointed by the Mayor and confirmed by the Council 


of the City of Toledo. The Board of Transit Control appointed the City 
Transit Commissioner, who was a City employee but paid by CTC. 

The CTC operated in other communities in the Toledo area by per- 
mission of the legislative bodies of those communities. The CTC system 
was, for practical purposes, a metropolitan system. 

Establishment of authority. The Ohio legislature in 1970 passed 
& regional transit act permitting an intercounty public authority to be 
formed to operate a transit system. The Toledo Area Regional Transit 
Authority was organized under the 1970 state law. The authority con- 
sists of Toledo and five suburban communities. Five of the units are 
in Lucas County; one is in Wood County. 

In July 1970 representatives of five political subdivisions (City 
of Sylvania, Village of Rossford, Village of Ottawa Hills, Spencer 
Township, and Sylvania Township) met with the Toledo City Council. The 


legislation officially establishing the Toledo Area Transit Authorijvuy 
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TOLEDO, OHIO (continued) 


was passed by all of the participating political subdivisions and the 
Board of Trustees held its first official meeting on September 24, 1970. 

Grant of tax power. On January 19, 1971, 56.2 percent of the regis- 
tered voters within the district went to the polls for a special election. 
The vote was more than three to one in favor of a one-mill property tax 
levy. 

Federal grants. A 1970 application of the Toledo Area Regional 
Transit Authority for a Mass Transportation Capital Improvement Grant 
under the Urban Mass Transportation Act of 1964 contained requests for 
funding to cover purchase of new buses, purchase of CTC assets, modern- 
ization of existing plant, and other items, with an estimated net 
project cost of $7.6 million. ‘The 1/3 local share was estimated at $2.5 
million. The application was approved by UMTA on May 6, 1971. 

Summary of revenues and expenditures. For the seven months ending 


December 31, 1971, revenues and expenditures amounted to: 


Revenue from operations $1, 322,626 
Operating expenses 2,054,520 
Operating loss (731, 894) 
Other expenses | 267, 648 
Loss before proceeds from tax levy (999, 542) 
Anticipated proceeds from tax levy 1,500,000 

Income $ 500,458 
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Appendix D 


ESTIMATED YIELD IN SOUTHEASTERN PENNSYLVANIA 
OF CERTAIN TAX SOURCES 
(1972-1976) 


Appendix Table D-1 shows the Pennsylvania Economy League estimates 
of yields in Southeastern Pennsylvania of six tax sources that are 
used elsewhere in the U.S. large cities for public transportation pur- 
poses: taxable real estate; general retail sales; motor vehicle privi- 
lege; employer's tax based on number of employees; cigarette sales; 
and households. 

For ease of calculation, yields have been estimated in units of one 
(one mill, one percent, one cent). To determine the yields at lower, or 
higher, rates, the figures shown in the table would need to be multi- 
plied by the appropriate factor. For example, to determine the yield of 
a one-half mill tax on taxable real estate, the amount shown in the table 
would need to be multiplied by 0.50. 

Estimates have not been developed for a number of other sources 
used elsewhere because of the lack of readily available data (e.g., for 
the mortgage recording tax); or because the source is not entirely dedi- 
cated for mass transportation (e.g., Baltimore's corporate net income 
tax); or because of the likelihood that the tax would run afoul of 
Article VIII, Section 11 of the Pennsylvania state constitution restric- 
ting the use of such sources as gasoline sales and auto registration. 

Appendix Table D-2 deals with certain atiee sources which have been 
requested by SEPTA for estimating, namely, the yield in Southeastern 


Pennsylvania of a portion (one sixth, or one percentage pcint of the 
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six percentage points) of the State Sales Tax now levied in Southeastern 


Pennsylvania on the sale of automotive products and services. 
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MINNEAPOLIS/ST. PAUL 
Twin Cities Area Metropolitan Transit Commission 


The MTC was established in 1967. In 1968 a comprehensive study of 
transit needs was initiated, and a five-year improvement program was 
adopted. The first step was the acquisition of Twin City Lines, Inc. 
On August 19, 1970, a condemnation panel set the price at $6.5 million. 

In June 1970, the Urban Mass Transportation Administration an- 
nounced approval of a $9.7 million grant to cover two-thirds of the 
acquisition price plus the first year of capital improvements. 

An $18 million grant to the Twin Cities area to help finance five 
years of transit improvements in the Twin Cities area was announced ia 
April 1972. 

The grant, made to MIC by the U.S. Urban Mass Transportation 
Administration, will provide two-thirds federal funding for the five- 
year, $27 million project. The remaining one-third local share of $9 
million will come from the property tax levied by the MTC. 

The grant includes funds for the MTC to buy 498 new buses, the 
second largest such venture ever backed by the Urban Mass Transporta- 
tion Administration. 

In addition to helping the MTC buy new buses, the grant will allow 
the Transit Commission to add to the buses two-way radios for better 
service and add environmental improvement packages for better pollu- 
tion control. 

Other transit improvements to be made with the grant funds inciuce 


the repair, renovation, and consolidation of the MTC's existing bus 


si7e 


MINNEAPOLIS/ST. PAUL (continucd)} 


garages and the construction of 110 bus passenger waiting shelters. [In 


addition, the grant will allow the MIC to buy administrative and mainte- 


nance equipment and to implement peeerved bus lanes for faster, safer 
transit service. 

The fiscal year ending June 30, 1971 was the first year of public 

ownership of the bus lines in the area. The year resulted in the re- 
versal of a 25-year downward trend in ridership. For the year just 
prior to public ownership, the bus company experienced a ridership de- 
cline of 13 percent. Under the MIC, bus ridership began to recover. 
In five of the six months from January 1971 through the end of the fis- 
cal year there were. increases over the same months in the previous year. 
While the monthly increases were not great (the largest amounting to 
2.6 percent), they were consistent. 

Tax Legislation. The 1971 Minnesota Legislature authorized a 


property tax levy up to 2.9 mills to fund the MIC. The tax is being 


levied in the Transit Taxing District. The district includes those con- 


tiguous, incorporated, urbanized municipalities and wholly surrounded 
unincorporated areas of the seven-county metropolitan area, including | 
areas presently served by transit and those which are part of future 
transit planning. 

The 2.9 mills will yield about $5 million annually based on the 


1971 assessed valuation in the taxing district. In addition, the MTC 


was authorized to levy up to an additional $3 million, or about 2 mills, 


for debt service to fund the five-year capital improvement program. 
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